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Why greater strength weighs less and less 


CAN YOU MAKE three pounds of steel do the work of four... 
and stay on the job longer? The answer is YEs, with alloy 
steels—steels that are combined with small amounts of other 
metals, such as chromium, vanadium, and zirconium, to 
develop or increase desired qualities. For example, it’s the 
element, chromium, that gives the stainless nature to steel. 
So great is the improvement in steel, when alloy agents 
are used, that a freight car of alloy steel can weigh 25% less, 
haul heavier Wy yet stay in service much longer than 
similar cars of ordinary steel. Alloy agents not only increase 
the strength of steel, they also aan its life through reduc- 
tion of destructive factors such as rust, corrosion, and wear. 
The use of better materials to make steel go farther and 
serve longer is especially vital to all of us... with steel 
mills unable to catch up, and ore supplies dwindling. 
Industrial gases have a big role in steel’s better per- 
formance, too. Compressed oxygen aids in cleansing the 


molten steel... the oxy-acetylene torch cuts steel sections 
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to size—and welds them together if desired. Finished steel 
articles are given a harder, longer-wearing surface through 
“flame-hardening.” And carbon, in the form of electrodes, 
makes modern electric furnaces possible . . . with their out- 
put of high quality steels. 

The people of Union Carbide produce these and related 
materials for improving steel. They produce hundreds of 
other materials for the use of science and industry —to the 


benefit of mankind, 


FREE: Letus send you the newillustrated booklet, 
**Products and Processes,” which shows how 
science and industry use UCC’s Alloys, Chem- 
icals, Carbons, Gases and Plastics. Just write— 
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Your doctor has at the tip of his pen 
the vast resources of America’s forward- 
looking pharmaceutical industry. The 
symbols in his prescription, and the 
drugs he administers, bring relief and 
comfort to millions— 

Insulin to lengthen the life of the 
diabetic . . . serums for scarlet fever and 
diphtheria . . . liver extract and folic acid 
to combat certain anemias. 

Ether, cyclopropane and barbiturates 
for merciful anesthesia . . . sulfa drugs, 
penicillin and streptomycin to-‘fight many 
types of infection—plus thousands of 
other products developed and tested 
under the vigilant supervision of skilled 
pharmacologists. 

In the pharmaceutical industry’s re- 
search laboratories, devoted scientists 
work amid glass tubes and retorts, micro- 
scopes and centrifuges, in a never-ending 
search for new drugs to conquer disease 
and pain. 





“Vision is Indispensable to Progress” 
- 


Do you know what lies behind 
the symbols your doctor writes on his prescription pad? 


Certain stubborn infectious diseases 
are already yielding to newly discovered 
antibiotics—chemicals obtained from 
micro-organisms such as molds and 
bacteria. 

In the new era that lies ahead, many 
bafHing diseases may reasonably be ex- 
pected to fall before the patient research 
of the nation’s scientists. 

The final link in this humanitarian 
chain is the college-trained pharmacist 
in your neighborhood drug store. His 
skilled hands compound and dispense 
the medicines that aid your physician in 
his struggle against suffering. 


Every man, woman and child benefits 
from the far-sighted work of the phar- 
maceutical industry, and from the un- 
tiring efforts of the professional people 
through whom its products are trans- 
lated into safer, healthier, longer lives. 

This kind of enlightened leadership is 
typical of American industry. It is an- 
other example of how private, competi- 
tive business, backed by the savings of 
hundreds of thousands of investors, pro- 
vides valuable products and services. 
Labor, management, shareholders and 
the public are the 
beneficiaries. 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








News within the News 


GLOBAL STRATEGY FOR 1949—“War power,” not merely land, sea, or air power, 
is the measure of how good the nation’s defenses are. Total war potential of 
U.S., plus a set of fluid plans to meet any emergency, is what counts. This is the 
view of one of the country’s top strategists, Fleet Admiral C. W. Nimitz, ex- 
pressed here in a U. S. News & World Report interview.................:.0+02..P. 32 


BEST-PAYING JOB IN U. S.............P. 11 
Harry Truman now has the best-paying 
job in the country, second to none. His 
new salary, plus allowances and _per- 
quisites, bring his real income to the 
equivalent of $3,500,000 a year before 
taxes. Here’s what he gets in pay, free 
housing, services, other things. 


BILLIONS FOR ARMG....................P. 14 
Military spending—biggest item in Mr. 
Truman’s record peacetime budget—is 
to be more important to business in the 
year ahead. Billions in new orders are 
hidden in the $14,218,000,000 arms fig- 
ure. This article shows which industries 
will benefit most, which may lose out, as 
arms spending shifts. 


SERVES FRAING UP.....0ccccecceccace:.P. 18 
Abundance of nearly everything seems to 
be the keynote for business in 1949. Sup- 
plies of men’s sagan jewelry, dry goods 
are filling U.S. warehouses. Stocks of 
fuel oil are 62 per cent higher than a 
year ago. Lumber is piling up. Coal is in 
near-record supply. Even many new- 
model cars are easy to get. Pressure for 
price declines is resulting. 


ABC'S OF ATLANTIC PACT............P. 20 
Defense alliance between U. S., Canada 
and Western Europe, soon to be offered 
to Congress, may prove costly. It would 
mean American arms, fighting gear in 
large amounts for Europe. Price over 
five years could reach $20,000,000,000. 


REVIVED RUHR: DANGER SPOT?....P. 22 
Production is outstripping control in the 
German Ruhr. Krupp plants are busy 
again. Steel is pouring out. So is coal. 
Recovery is bringing new headaches for 


U.S. as’ the Ruhr, source of German 
power in two world wars, comes back 
fast. 


U. S. FAILING IN ASIA................P. 24 
All through the Orient, friendship for 
America is slipping away fast. Distrust, 
resentment are moving in. An on-the- 
ground survey shows why. The U.S. 
build-up of Japan ahead of other coun- 
tries is a big reason. 


FREE FOOD: NEXT GOAAL..............P. 27 
New subsidies to help everyone in the 
country eat well are next on the Admin- 
istration’s security program. Idea is to 
revive a food-stamp plan, offer it to all 
low-income families. It’s part of the new 
effort of Government to guard people 
against the hazards of living. Cost this 
time: about $1,000,000,000 a year. 
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ES, EILEEN, your Daddy is right. 
b pete is one of the safest places 
a man can possibly work. Let us help you 
finish your essay by giving you some 
facts to prove it. 


In the 20 years since national safety con- 
tests started, Republic Steel has won 192 
first place awards and 100 second and third 
place awards. This total of 292 includes 
15 out of a possible 55 first, second and 
third place awards in the National Safety 
Council’s Contest ending June 30, 1948. 


All this has been possible only because the 
many thousands of men and women who 
work in Republic plants, warehouses and 
mines have guarded against accidents 
and followed safety rules and suggestions. 


They have helped to make steel one of the 
three safest among America’s 40 major 
industries . . . and have made Republic one 
of the safest places to work in all industry. 


But safety, Eileen, is more than an on-the- 
job responsibility for your Dad and every- 
one else who works at Republic. Safety on 
the streets and at home . . . your safety and 
your Mother’s and that of all your family 
... are important, too. Just think . . . almost 
four times as many people were killed last 
year by motor vehicles and by accidents at 
home as in all of the factories and mines 
and other working places in America. 


So safety, Eileen, is a job for all of us all 
the time. How much better for everybody 
it is to be safe than sorry. 


REPUBLIC STEEL CORPORATION 


GENERAL OFFICES: CLEVELAND 1, OHIO 


This advertisement is one of a series appearing 
in newspapers in cities and towns where Republic 
mills, mines, warehouses and offices are located. 
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Snow 





Snow Tonight—Clear Tomorrow is much 
more than a weather forecast. It’s an ideal 
slogan for the thousands of rugged. GMC 
trucks that work while we sleep to keep the 
highways open for safe, speedy travel. 


GMC extra value shows up best when work- 
ing conditions are at their worst . . . because 
chassis are truck-designed and truck-engi- 
neered from radiator to rear axle . . . because 
power plants have the same basic design 
and features as those of the durable and de- 
pendable GMC “Army Workhorse’”’ engine. 


Whether your hauling job calls for “‘tough 
going’ or “‘smooth sailing” . . . the extra 
stamina built into every GMC means extra 
miles of dependable, economical operation. 





WM Clear (marvin 


THE TRUCK 
OF VALUE 











Truck in foreground is a GMC series 
“450”... the big, extra value truck 
of the medium duty field. Truck in 
background is one of several GMC 
heavy duty models especially de- 
signed for rugged dump truck service. 


GASOLINE e DIESEL 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 
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You're to hear less of the word "inflation" in the months ahead, more of 
the word "deflation." Mild deflation is appearing in more and more fields. 

People seem surprised and shocked to find that prices, production, trade, 
incomes can go down as well as up. For eight years the only direction has been 
upward. Signs suggest that the new direction gradually is to be downward. 

Keep this in mind about a period when deflation becomes dominant: 

Money then is more important, goods are less important. 

Savings bonds, bank accounts, cash take on more value. The money that they 
represent will buy more of the goods that their owners may want. 

Debt contracted when everything was going up becomes harder to pay off when 
things turn down. Houses bought at fancy prices are harder to pay for. 

Buyers take command when goods can be had without a scramble. 

In the last eight years money has been worth less and less. The dollar 
that was worth 100 cents in terms of things that entered living costs in 19359 
became a 57-cent dollar during the years that followed. It's worth a little 
more than 57 cents now and appears to be gaining. The dollar in terms of food 
definitely is worth more. So is the clothing dollar. So is the dollar that 
goes into an older house. Dollars no longer are losing value. 





A 57-cent dollar in terms of living costs probably is the cheapest. 

A 60-cent dollar appears possible before the end of 1949. That's if crops 
are good and food remains abundant, as it seems likely to be. 

A dollar worth 100 cents or even 75 cents is not in sight, however. 

There may be a return to a 65-cent dollar at some time. It depends upon how 
far any postwar deflation is permitted to run. Deflation is very unpopular po- 
litically, so that it would not need to go far before Government moved in with 
new ideas and plans for checking its course, now that Government is taking on 
responsibility for assuring prosperity. In 1920-21 and 1929-33, Government was 
pretty much on the side lines while deflation showed what it could do. 








To offset, or cushion, any deflation that may be developing: 

Aid to Europe is to continue at a cost in billions. 

Arms are to be provided for Europe in addition. Request from Europe is to 
be for as much as $20,000,000,000 in arms over a five-year period. 

Armament at home is to go on expanding. 

Social-welfare plans are to be broadened, with benefits increased. 
pensions, insurance of many kinds will grow gradually into the billions. 
A rental subsidy is almost sure to be approved to encourage a big-scale 

program of public housing. Government will encourage high-level building. 

An “Acheson plan" for U.S. investment abroad to develop resources of under-= 
developed parts of the world is recommended by Mr. Truman and will gain support 
if things start to slow at home. This is the latest idea for using U.S. techni- 
cal skills, dollars, productive resources to help the world. 

Even now, Government possesses a wide variety of mechanisms for pumping out 
dollars. A lend-lease plan for arming Western Europe and a loan plan for de- 
veloping resources of other areas are just the latest of the plans now shaped 


(over) 
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NEWSGRAM--TOMORROW--= (Continued) 
to make sure that boom in U.S. is not to be followed by a disastrous bust. 


Idea of using dollars to underwrite development of underdeveloped parts of 
the world isn't new, isn't something that has just been pulled from a hat. 

World Bank was set up with just that in mind. This Bank has authority to 
lend $8,000,000,000, largely unused. Lending can be stepped up. 

International Monetary Fund is designed to stabilize currencies, to make it 
easier to lend with some assurance that loans can be serviced. 

Export-Import Bank, too, is actively operating in the field Mr. Truman 
wants now to exploit more aggressively. A $100,000,000 loan to the new Israeli 
Gevernment is typical of the development loans that can be made. 

Actually, the idea of world development financed largely by dollars is 
older than the idea for a Marshall Plan, or for peacetime lend-lease. It was 
implemented at Bretton Woods even before war ended and at one time even Russia 
was interested in getting in on the program. Russia backed out early, though. 

What's happening is that an old idea and machinery that has grown a bit 
rusty are to be brought out and put into shape for use if things slow in U.S. 











It is difficult to see how deflation can go far or fast when Government is 
set to move in with all of the spending plans it h7s ready or in mind. 

Private investment in houses, in newplants is tending to slow somewhat. 

Spending by consumers on household goods, on food, clothing, night clubs, 
even on electrical equipment is not what it was a while back. 

Prices of farm products, of some other raw materials, are off sharply. 

Old houses have lost their scarcity value and are harder to sell. New 
houses do not move as rapidly as they did, at the high prices asked. 

The hectic part of the boom is ending. Most prices are past or passing 
their peaks. But as the cycle turns it very probably is to be a slow turn and a 
moderate one, not precipitate and deep. Planners in Government, watching the 
cycle, haven't even thought about a revived WPA, or a revived spend-lend plan 
for rebuilding U.S. Ideas this time turn to the outside world. 





Mr. Truman is not to have clear sailing in Congress with his plans. 

Tax increase for individuals to help pay for everything is increasingly im- 
probable. There's not a great amount of revenue to be had from well-to-do. 

Corporation taxes may be raised, but even that is not Sure. 

Excises may be modified a little here and there, but nothing general. 

Capital-gains tax is not likely to be altered. There has been some talk of 
a 12-month holding period before a short-term gain becomes a long-term gain. 

Estate and gift taxes probably will be changed to take out the community- 
property principle. Less than $200,000,000 in revenue is involved, though. 

If business slows at all, Congress is to hesitate to increase taxes. 














Labor-law change is coming probably in April or May, but the change is not 
likely to be as sweeping as labor leaders or the White House would like. 

Minimum wage will be raised, probably to 65 or 70 cents an hour. 

Price control, rationing, mandatory allocations are to stay dead. It is 
highly improbable, too, that Government will go into the steel business. 

Rent control is to be continued. Where rents have gone.up, however, it is 
not likely that they will be rolled back. Rent control is not likely to be re-= 
stored on new buildings or on rooms in transient hotels. 

Installment-credit controls, unless modified, are to be extended beyond 
June 30 only after a hard fight, if at all. Congress is starting to be swamped 
by complaints from auto dealers and others over existing controls. 

Subsidies for low-rent housing are probable, but only after a fight. 

















Draft quite probably is not to be needed from now on to get men. 
Draft Act is likely to stay on the books, but just as an incentive. 
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4 BEAUTIFUL 
NEW CARS 
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COMMON SENSE PLUS IMAGINATION AT 








HHRYSLER CORPORATION AGAIN SET THE TREND IN NEW CAR DESIGN! 


will be hearing more and more 
put our 4 great new cars! Our beau- 
fiful new Plymouth, Dodge, De Soto, 
and Chrysler cars! 


“We're mighty proud of them... 


In them you'll see exciting engineering 
iMagination in design . . . and lots of the 
food common sense! 


They’re all automobile—built to our 
philosophy of working beauty. Every 
lean, clean line reflects something fun- 
damental to good, advanced engineer- 
ing and research. 


They’re designed to be fleet, and 


quick, and sturdy. And they look it. For 


Again you get the good things first 


true beauty, as we see it at Chrysler 
Corporation, comes from a car’s char- 
acter and ability . not from its 
ornament. 

They're designed so you can stop 
better, see ‘better, steer better—and 
they look it. 

They're smoother riding cars. Easier 
to handle. Easier to get in and out of. 
More convenient. More luxurious. More 
comfortable throughout. And they look it! 


For 25 years we've earned the reputa- 
tion for bringing you the good things 
first—the advances that call for imagi- 
nation in research and engineering and 
common sense. Hydraulic four-wheel 


WATCH FOR THE NEW PLYMOUTK: 


from CHRYSLER CORPORATION 


DODGE | 


all-steel car bodies . . . the 
floating 


brakes... 
high compression engine 
power . . . Superfinish . safety-rim 
wheels . . . Fluid 


Cushion tires! It’s a record that gives 


Drive... and Super- 
you a good idea of what to expect when 
we say our four beautiful new cars are 


the finest we ever built. 


By next week, our assembly lines will 
begin to fill up preparatory to quantity 


prod uction. 


In safety, comfort, convenience, and 
performance they carry forward the 
trend we’ve been pioneering for 25 years. 
They're wonderful well-bred cars to live 


with . . . and they look it. 


DESOTO “ry CHRYSLER 
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5 
50 YOU THINK 
YOURE INSURED... 


“Refrigerator breakdown stops plant 
and ruins storage eggs. Owner has 
Boiler & Machinery insurance, but 
not Consequential Damage coverage. 
He thought he was insured. His loss 
—$7600.” 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Know you have full 
insurance protection. Be safe, not sorry. 


See your AMICO agent for all casualty, 
property insurance and bonds. AMICcO 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 

valuable new booklet, 

29Gapsin Your Bridge 

to Security, today. It 

may save you money! 
AMERICAN Mororists INSURANCE COMPANY 
4760 Sheridan Road ] 
Chicago 40, Illinois 
Please mail me my FREE copy of 29 Gaps in | 
Your Bridge to Security. 
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The March of the News__ 


ARRY S. TRUMAN, 64, weighed in at 
174 pounds last week to start his 
first full term as President of the United 
States. It was a bit above his ideal weight 
of 165. But he was not as heavy as he 
has been, and the White House doctor 
said he was in “tiptop shape” to handle 
a job that, in his own time, has become 
one of the biggest in the world. 

Mr. Truman needed to be in athletic 
trim to get through the ceremonies of 
the most elaborate inauguration week 
in U.S. history. The pageantry alone 
cost $650,000. For days it kept the 
President popping in and out of official 


functions on a _ split-minute schedule. . 


Here is just a sample: 

Wednesday afternoon he showed up at 
a reception in Washington given by his 
fellow Missourians. That evening he 
joined the presidential electors at dinner. 
Later he went across the city to attend a 
mammoth celebration and concert that 
kept him up well past midnight. 

Thursday morning he was up and 
dressed before dawn. He joined his 
World War I battery mates for breakfast 
at 7 a.m. By 10 o'clock he was in church. 
Two hours later he reached the Capitol 
and, in another 30 minutes, he placed 
his hand on two Bibles and took the 
presidential oath before a crowd of 
around 130,000. 

After a hasty lunch he rode at the 
head of an inaugural parade down Penn- 
sylvania Avenue, then stood on a White 
House reviewing stand to watch the 
rest of the colorful procession in his 
honor. By late afternoon he was taking 
part in the formal inaugural reception. 
That night he was up late again for the 
inaugural ball. 

Throughout the whole celebration the 
President grinned, waved, joked with 
audiences and gave every indication of 
having a thoroughly good time. He even 
teased reporters who had said, before 
November, that he would never make it. 
During the week, Harry S. Truman, 
p-anist, was made an honorary member 
of the Musicians Union by union presi- 
dent James C. Petrillo. 


USINESS AS USUAL went on behind the 
B celebrating. Even before Mr. Tru- 
man entered upon his new term, the 
United Mine Workers began complain- 
ing that he was moving too slowly to 
wipe out the Taft-Hartley Act. His re- 
quest for new taxes to finance the biggest 
peacetime budget appeared to be run- 
ning into obstacles in Congress. And 
world problems were piling up. 

No sooner had Dean Acheson been 
confirmed by the Senate and moved in 
to succeed George C. Marshall as Secre- 
tary of State than the Truman Adminis- 
tration ran into an embarrassing puzzle. 


: 3) -Acme 
INAUGURAL FIREWORKS 
For the President—split-second timing 


It was a “peace offensive” coming out of 
Moscow. The Russian Government gave 
signs of being ready to complete an 
Austrian peace treaty. Communist prop- 
agandists came out for “stable and last- 
ing peace,” Russian writers composed 
essays of good will toward America, and 
the Russian Government saw to it that 
the messages reached the U.S., in 
English translations, 

The device appeared to catch the 
White House and the State Department 
off guard at the outset. The first reaction 
was one of caution. Official concern, 
privately expressed, was that Russia’s 
talk of peace would put the blame for 
the “cold war” on the other foot, take it 
out of Moscow and plant it in the 
West. It might slow down the European 
Recovery Program to strengthen Western 
Europe, it might upset plans for an 
Atlantic defense alliance, might even 
lull the anti-Russian underground behind 
the Iron Curtain. 

What U.S. officials wanted from 
Russia was action, not words. They got 
it. Russia, talking peace, quietly put 
pressure on Scandinavian countries to 
keep them out of the defense pact. Mr. 
Truman made up his mind. He greeted 
Communist peace talk in his inaugural 
address with the stern, sober charge that 
Communism is a breeder of wars, not 
peace. This was beamed to Russia and 
the rest of the world in 17 languages. 
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; a stalin symbol of 
~ NORTON QUALITY 


. «+ the same wide variety of products . . . backed 


by the same extensive research . . . backed by the same 
manufacturing skill in a modernized plant—now marked by 


a modernized version of the familiar Norton trade-mark, 


Every Norton product—from Worcester as well as from 


the Behr-Manning division at Troy—will bear this symbol 


of Norton quality. 
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The main Worcester plant of Norton Company—world’s largest producer of abrasive products 


NORTON 
COMPANY + WORCESTER 6, MASS 
Fs ‘ A aay remeron, 
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It’s as easy as that, so easy that we take running water for payer | 


granted. It’s there...to be turned on or off as wanted! 
Yet behind this easy availability is a tremendous investment ay 
in pumping stations, purification plants, pipe lines and Whe 
equipment keyed to dependability. 

Fairbanks-Morse, as an important supplier to our water 
utilities, makes dependability its watchword in designing 
and building pumps that help assure an unfailing supply 
of this important commodity. 


When it comes to pumps... C FAIRBANKS-MORSE 
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PRESIDENCY, BEST-PAYING JOB: 
EQUAL TO SALARY IN MILLIONS 


Home, Yacht, Privileges, Raise in Cash 


Being President becomes the 
biggest-paying job in U.S. in 
Mr. Truman‘s new term. Salary 
of $100,000 is just part of it. 

Presidency, with raise, expense 
allowance, is worth $110,000 
after taxes. House, services, other 
comforts are extras. 

Private citizen needs about 
$3,500,000 annual income to 
match the White House job. No 
other salary in U. S. comes close. 


Harry S. Truman starts his new 
term as the best-paid President in his- 
tory. He gets $150,000 a year. After 
taxes, he will have about $110,000. Up 
to now, his pay has been $75,000 a 
year minus about $27,000 in taxes. 

Also, Mr. Truman has many privileges 
that go with the nation’s No. 1 job. Some 
of the things that the nation now fur- 
nishes as a matter of course would have 
seemed very strange to John Adams 
when the second President moved into 
the half-finished President’s Palace 148 
years ago. 


Nowadays, the rent-free house is only - 


one of a long list of things that the tax- 
payer provides for his President. It is a 


list that has grown up out of the complex 
nature of the job itself. As it stands, 
whatever the Chief Executive might 
need or want for his travel, security, 
comfort, recreation, health and pleasure 
is within easy reach. 

The President has a private Pullman 
car, a yacht, an airplane and a fleet of 
automobiles. He has a squad of Secret 
Service men and a private police force. 
He has a house and a 16-acre estate, a 
retinue of servants, a barber, a library. 
He has a private swimming pool, tennis 
courts, horseshoe pits, horses to ride 
when he wants them. He and his family 
have free medical and dental care. He 
has free bands, movies, the pick of 


What the President Had Left 
From His Salary in 1948... 
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.. . AFTER PAYING AN 
INCOME TAX OF $26,725 














‘What the President Had Left 
From His Salary in 1947... 


.. . AFTER PAYING AN 
INCOME TAX OF $37,420 
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singers, dancers and artists of all kinds, 
and his choice of athletic events. 

No. 1 style. Mr. Truman is the first 
President to enjoy a standard of living 
that is higher than that which any private 
citizen can maintain out of current in- 
come, He is the nation’s first citizen in 
style of living as well as in position and 
power. The taxes on individual incomes, 
which rose sharply during the war, ac- 
count for this fact. 

It is estimated that a personal income 
of $3,500,000 would be needed by a 
private citizen to enable him to enjoy 
the same standard of living and of 
service that the President of the U.S. 
now has. Official statistics of income dis- 





What the President Will 
Have Left in 1949... 


... AFTER PAYING AN 
INCOME TAX OF $40,067, 


BUT RECEIVING A TAX-FREE EXPENSE 
ALLOWANCE OF $50,000 











close that in the latest year of record only 
two individuals had incomes of this size. 
These were partners who sold a business 
and had large capital gains. 

The President is to be paid $100,000 
a year in salary, subject to tax. His pay 
after tax will be about $60,000. On top 
of this, he will get a $50,000 expense 
fund that is free of any tax. In all, this 
amounts to about $110,000 of income 
after tax. For a married, private citizen 
to get this amount of income after tax 
would require an income of $240,000 a 
year before tax. Quite a few persons have 
incomes that large. But they do not have 
the extras that a President gets. 

It is the other things that go with the 
Presidency that bring the cost of his 
establishment up to a level beyond which 
no private persons would be able to reach 
out of current income. Few persons could 
reach it at all. 

Travel. When he travels, Mr. Truman 
goes by yacht, by plane, or by hooking 
his private Pullman to a train. Sometimes, 
he goes by automobile. 

His yacht, the Williamsburg, is 243 
feet long, has a 15-foot draft and a speed 
of 16 knots. It belongs to the Navy and 
is assigned to the President’s use. It 
carries a crew of about 100 men. It is 
maintained out of regular Navy appro- 
priations. It originally was built as a 
private yacht for ocean travel and was 
turned over to the President by the Navy 


11 





U.S. News & World Report 





in 1945 to replace the old Potomac. The 
Navy had bought it at the outset of the 
war for use as a gunboat. 

Mr. Truman uses the Williamsburg 
chiefly for week-end cruises on the Poto- 
mac River. It cost several million dollars 
originally. A private individual would 
have to pay a minimum of $200,000 a 
year to maintain it. The custom of assign- 
ing yachts to presidential use goes back 
beyond the days of Calvin Coolidge and 
the old Mayflower. 

The President's plane, the “Inde- 
pendence,” is a DC-6, four-engine job. 
It cost $1,000,000 plus some extras. It is 
owned by the Air Force and assigned to 
presidential use. It has a crew of eight. 
It is one of 8 or 10 plecs that a mainte- 
nance crew °f 56 men look after. This 
work, plus crew salaries and operating 
expenses, would be extremely costly for a 
private individual. Franklin D. Roosevelt 
was the first President to use a plane. 

The President's private Pullman, the 
“Ferdinand Magellan,” was armor plated 
and its windows bulletproofed at the 
outset of the war for Mr. Roosevelt. It 
has radio and telephone installations, 
private bedrooms, a kitchen, dining room 
and a shower. A White House messenger 
who used to be a Pullman porter on Mr. 
Roosevelt’s special trains, is steward for 
the car when it is on the road. Two 
Filipino mess boys are drafted from the 
Williamsburg to help out. 

The car is of a type that used to cost 
up to $250,000 or $350,000. The Gov- 
ernment bought the “Magellan” for $10 
and keeps it stored underneath the Bureau 
of Engraving and Printing when not in 
use. Such cars used to be rented by Mr. 
Roosevelt for the purchase of 18 tickets 
and payment of $90 a day. Now, with 
his own car, the President can .travel 
from New York to Washington for the 
cost of one first-class railroad ticket. He 
does not have to pay Pullman fare. Only 
two other persons now are known to own 
private railroad cars. 

A fleet of automobiles is kept ready 
for use. It costs about $25,000 a year to 
maintain between 20 and 25 automobiles. 
Some of these are owned by the Govern- 
ment. Others are furnished by automobile 
firms who hope the President will be 
seen riding in their cars. They are not 
permitted to advertise this fact. President 
Taft was first to use automobiles. He 
bought three. So did Woodrow Wilson. 
The number has grown steadily until 
now cars are provided for members of 
the President’s family, secretaries and 
the housekeeper. 

Security for the President is taken 
care of by about 25 Secret Service men. 
They guard him and his family on walks, 
on travels, when he sleeps. They stand 
outside his office when he works. The 
Secret Service got this job after three 
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Presidents—Abraham Lincoln, James A. 
Garfield and William McKinley—had 
been shot. Their pay is taken care of by 
the Treasury Department. A separate 
police force of 107 men has the job of 
guarding the White House and _ its 
grounds. This costs $350,000 a year. 

For his comfort, the President has 
the nation’s most famous showplace to 
live in, with servants to watch after it, 
books handy and numerous other com- 
forts. He now is living in the Blair House, 
another historic structure, while the 
White House is undergoing a renovation 
job that will cost about $4,000,000. 

The White House stands in a 16-acre 
plot in the middle of Washington. Con- 


‘ servative estimates of its value 10 years 
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SENATOR McKELLAR 
. .. signed the President's pay raise 


ago fixed it at $25,000,000. Other prop- 
erty values have more than doubled in 
that period. If owned by an individual, 
it would cost a minimum of $500,000 a 
year in real estate tax. Its’ historic as- 
sociations place its value outside the 
realm of any accurate estimate. 

Servants at the White House cost 
$150,000 a year. There are 61 employes. 
These are 6 engineers, 6 carpenters, a 
painter, 4 electricians, 8 gardeners, 3 
plumbers, 3 laborers, a storekeeper, a 
messenger, a housekeeper, 5 butlers, 7 
cooks, 4 doormen, 7 housemen and 4 
maids. Laundry service at the White 
House costs $1,250 a year. This covers 
only linens: and such things. The Presi- 
dent pays for the personal laundry for 
himself and his family. 

The Government furnishes uniforms 
for the servants, pay for all except one 
or two personal servants. It buys electri- 
cal and plumbing supplies, lumber, paint, 
dishes, linens, upholstery, curtains, hard- 
ware. But, while the Government pro- 
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vides the servants, the President must 
feed them. 

A housekeeper runs the establishment 
now, but the early first ladies ran it 
themselves. Outgoing first ladies would 
swap recipes with newcomers. White 
House buying now is distributed among 
Washington stores, with the rule that no 
more than $1,000 a month shall be spent 
in any one place. Any who advertise that 
they sell to the White House are dropped 
from the list. 

The library in the White House took 
its present form under Herbert Hoover. 
Mr. Hoover liked to read himself to 
sleep. On the night after his inaugura- 
tion, he could find no book. A Secret 
Service man, rummaging through the 
White House, finally found a copy of 
“A Child’s History of England,” by 
Charles Dickens. Booksellers heard of 
the plight of the President and began a 
White House library. 

Calvin Coolidge borrowed his books 
from the Library of Congress. Woodrow 
Wilson and Theodore Roosevelt brought 
their own books and took them awav 
again when they left. Curiously enough, 
as far back *as the Administration of 
Ulysses S. Grant, there was an item in 
the White House budget “for books for 
the President’s House.” But they had 
all disappeared by the time Mr. Hoover 
got there. 

For recreation, Mr. Truman usually 
gets into the White House pool two or 
three times a week for a swim. It was 
built. by public subscription for Mr. 
Roosevelt, is indoors and is heated. The 
tennis courts, used much in Mr. Cool- 
idge’s Administration before his son died 
after an injury received there, are little 
used now. Mr. Truman prefers pitching 
horseshoes. When any of the family 
wishes to ride, horses are furnished by 
the Army. Several of the Roosevelt family 
rode regularly. 

The White House physician, Brig. 
Gen. Wallace H. Graham, draws his pay 
from the Army. His office is in the White 
House office building. His chief duty is 
to watch after the health of the President. 
But, in addition to General Graham’s 
services, the President as Commander in 
Chief of the Army and Navy has access 
to any of the Army and Navy hospitals. 

For his pleasure, the President can 
take his pick of entertainment. A movie 
projection room is handy in the White 
House. He can choose whatever films he 
wishes. The Army, Navy. and Marine 
bands are always available to play for 
receptions and other entertainments. Pro- 
fessional artists welcome invitations to 
the White House to perform for the 
President. He gets many invitations to at- 
tend all sorts of affairs. And season passes 
to athletic events are pressed upon him. 

Over the country, well-wishers of the 
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presidential family always are eager to 


nd choice hams, turkeys, fruit cakes, 
fits and assorted edibles. All of these 
ye examined carefully by the Secret 
Service before they find their way to the 
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Be. President's table. The most famous gift 
that as of food received by any President was 
e spent I? 1,400-pound cheese sent to Andrew 
ise that Jackson. Fortunately, he stayed in the 
ropped White House eight years. 

The food bill is one of the biggest 
e took expenses the President has to bear. He 
loover, jy must feed his staff of servants. This, how- 
elf to veh does not include gardeners and 
ugura. fg cupenters and help of this kind. President 
Seoul Taft referred to this cost as that of run- 
h the @ ms a boardinghouse for the servants. 





For President Roosevelt, the cost of food 
often ran as high as $2,000 a month, 
partly because of the number of house 
guests. Mr. Truman is trimming this cost 
down. 

Aside from the cost of food for the 
servants, the President must pay for 
food for personal guests. He must buy 
clothing for himself and his family to 
ft them for public appearances they 
have to make. He must pay -for any 
personal telephone calls made through 
the White House switchboard. But, 
aside from these, presidential expenses 
are not greatly different from those of 
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7 any other family in public life. 
sala The $50,000 expense account should 
my amply take care of these. In addition, 
wal the President’s traveling expenses on 
Mess public business, up to $40,000 a year, 
The are paid for by the Government. 
me The pay of Presidents has varied. 
lied George Washington got $25,000 a year. 
ittle The first pay raise was given to President 
ws Grant. He did much entertaining. One 
nile’ of his dinners for 30 persons was of 29 
he courses and cost $1,500, not counting 
nily drinks. He had no expense account, and, 
like Mr. Truman, he was a poor man. 
rie Pay was raised to $50,000. It was boosted 
nay to $75,000 and a $25,000 fund for 
site traveling expenses was added for Mr. 
i Taft. Except for a raise to $40,000 for 
nt traveling, it stayed there until Mr. Tru- 
ar man came in, 





Mr. Truman is the first to go higher. 
Precedent for the tax-free expense ac- 
count was set by Congress in 1946 when 

















és. it voted its members tax-free expense 
id accounts totaling $1,327,500 a year. 

et _ Presidents were not called upon to pay 
“te income tax before 1933..Mr. Taft and 
ue Mr. Coolidge saved money in the White 
House on $75,000. Mr. Wilson broke 
a even. But it cost Mr. Hoover and Frank- 
rs lin Roosevelt money beyond their sal- 
+e aries to live there. They could afford it. 
¥ Mr. Truman, without any large personal 
U estate, had hard going in his first years. 
7 But the new salary puts him on top of 
2 the world. He might save as much as 





$200,000 in the next four years. 
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. . BY WATER—A 243-FOOT YACHT WITH A CREW OF 100 
The nation’s ‘‘first citizen’ is now first in style of living, too 
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WHO WILL GET ARMS BILLIONS 


Heavy Industry to Gain Most From Increase 


New orders for makers of cars, 
tanks, guns, heavy equipment, 
clothing are to come with Mr. 
Truman's defense program. 

Goal is a bigger, better Army. 
Cash for Navy, Air Force gets a 
cut. Army’s share of $14,218,- 
000,000 budget goes up. 

Draft is likely to stay suspend- 
ed, however. Universal training 
looks dead, too. Volunteers: are 
counted on to man the Army. 


It’s to cost at least $14,218,000,000 to 
maintain U. S. armed forces in the year 
that starts next July 1. President Tru- 
man asks that much. Congress may 
give more. People who pay the bills 
wonder where all those dollars are to 
be spent and what they will get for 
them. 

A look beneath the surface of the 
President’s budget discloses this about 
how those billions are to be spent: 

Working force. To feed, clothe and 
transport 1,616,000 men in the armed 
services and to meet the pay roll they 
call for is to cost $4,751,000,000, about 
a third of the total. 

Operating costs. To maintain the 
world-wide network of military bases, 
installations and fleets shown in the map 
is to cost another $3,743,000,000. 

New equipment. To provide new 
planes, ships, tanks and guns for the 
armed forces will cost an estimated 
$3,017,000,000, somewhat less than the 
current cost. 

Plant expansion. To construct new 
military installations, housing for pres- 
ent garrisons, more defense facilities is to 
cost $485,000,000 in the President’s mili- 
tary budget. Expansion of strategic-mate- 
rial stockpiles adds $525,000,000. 

Training. To train 3,049,000 reservists 
is to cost the armed forces $813,000,000 
during the year. 

Research. To carry on research and 
development of new weapons calls for 
outlays of $530,000,000 in addition to 
pay of military personnel involved. 

These are the big items in a defense 
budget that is set to rise $2,540,000,000 
above current outlays. Largest single 
cost is for man power, with the cost per 
man figured at $3,100 for his pay, food, 
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quarters and personal equipment. But 
most of the other costs involve spending 
with business for supplies, new equip- 
ment, or new facilities: Procurement of 
nonsubsistence items alone is set to rise 
from $6,100,000,000 in the present fiscal 
year to $6,600,000,000 in the budget 
year ahead. 

Where defense orders go in the 
year starting July 1, thus, is important 
to business planners in dozens of indus- 
tries. The President’s budget shows a 
shift in military spending. Some indus- 
tries stand to get more orders, others to 
lose out. Outlook for firms affected most 
is this: 

Aircraft makers, with the biggest de- 
fense contracts, are to get more dollars 


but fewer new orders in the year ahead., 


Payments for new planes are to increase 
from $1,157,000,000 to $1,718,000,000, 
as this year’s large orders result in a 
bigger delivery of planes in the year 
following July 1. But new military orders 
are set to decline from $2,724,000,000 
this year to $2,169,000,000 next year. 

Shipbuilders, too, are to get more 
business in the year ahead, even though 
new orders are few. About $406,000,000 
is to be spent for naval ship construction 
during the year after July 1, compared 
with $309,000,000 this year. Yet new 
starting contracts are not to exceed $52,- 
000,000, compared with a current rate 
of $280,000,000 in orders let. 

Heavy industry, producers of tanks, 
artillery and other heavy military equip- 
ment, may count on a big increase in 
new orders, however. Yearly rate of 
heavy procurement is to increase from 
$582,000,000 to $796,000,000. Orders 
for artillery pieces alone are set to in- 
crease from $45,167,000 to $103,302,000 
for the coming fiscal year. 

Auto manufacturers, as another ex- 
ample, are to more than double their 
sales to military buyers during the year. 
Orders for 3,349 new cars and trucks are 
planned, at a cost of $6,832,340. 

Mining concerns may count on in- 
creased buying of strategic metals on 
the open market for stockpiling. These 
purchases are set to increase from 
$350,000,000 in the current year to 
about $525,000,000 in the next budget 
year. 

Food processors and clothing manu- 
facturers will sell somewhat less to the 
armed forces in the coming year, but the 
total still is impressive. Food and cloth- 
ing outlays are estimated at $1,407,000,- 


000 for the year, compared with $1,359. 
000,000 now. 

Building-material firms face a muc 
larger military demand. While aboy 
$286,000,000 in construction is going 0; 
this year, authorized building in th 
coming fiscal year may go up to as muc 
as $485,000,000. This includes larg 
amounts of housing on military installs 
tions, plus some new defense facilitie: 

Oil concerns also may count on ir 
creased demand. Petroleum products 
be bought by the Navy alone «moun 
to $61,058,077, compared with $49, 
919,350 for the current year. 

This military spending, over all, run 
into billions, promises to provide strong 
support for production by industry in the 
year ahead. 

How much military strength thes 
dollars will buy, in turn, is shown in plan: 
on which the new budget is based. Tota 
man power for the armed forces ij 
planned to go down slightly, from 1,621, 
000 men in uniform now to 1,616,000 ir 
the year ahead. Number of planes anc 
ships in active service is to be reduced 
with their quality greatly improved by 
new models, Only the Army is due for a 
real expansion, its increase to be largely 
in mobile units set up within the U. S. 

For the Air Force, Mr. Truman’ 
budget means a cut in funds available 
from $4,713,000,000 this year to $4,554, 
000,000 in the year starting July 1. Num 
ber of air groups is to be reduced fron 
60 at present to 48 groups next year. 
Planes on active service will be cut from 
9,780 to 9,200. Man power is to remain 
about the same, 412,000 compared with 
411,000 men at present. A third of these 
will continue to be stationed overseas. 
Reserve forces, however, stand to be in- 
creased. Active reserves are to be up 
from 58,000 this year to 113,000 next 
year, while inactive reserve man power, 
men who do not attend regular training 
sessions, will remain at about 400,000. 

For the Navy, too, prospects are fot 
an over-all cut in funds, from $5,095,- 
000,000 now to $4,347,000,000 in fiscal 
1950. Man power in the active-duty Navy 
also is set to go down, from 531,000 
sailors and marines now to 527,000 men 
next year. Number of active Navy planes 
is to be reduced from 8,500 to 7,450. 


Only the Navy’s reserve forces stand to 
be increased. Active reservists on Navy § 


lists are to increase from 222,000 this 
year to 281,000 next, while reservists 
on inactive status will rise from 900,000 
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Where Our Defense Dollars Will Go 


(if President’s budget for year starting July 1, 1949, is approved by Congress) 
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| 
Pay and equipment for 1,616,000 men. $4,700,000,000 
. Upkeep and operating costs. . .. . 
New aircraft, ships, tanks, etc.. .. .» 
Cost of reserves ... «= «= 2» «e «© « 
Research and mobilization plans .. . 
Construction costs ... «= « « « « 


3,700,000,000 
3,000,000,000 


800,000,000 
700,000,000 
500,000,000 
800,000,000 





Total . 


$14,200,000,000 

















men, on the average, this year to 1,050,- 
000 for the year ahead. 

For the Army, however, the new 
budget promises more cash and contract 
authority, more man power, more com- 
bat units, as well as more reserves. Army 
funds, if Congress approves Mr. Tru- 
man’s budget, would rise from $4,224,- 
000,000 now to $4,476,000,000 for the 
year ahead. Number of troops is to be 
increased from 662,000 now to 677,000 
next year. Combat divisions would be 
increased from nine to 10; separate mo- 
bile battalions increased to 59, About 40 
per cent of Army strength is to be over- 
seas, on occupation duty or manning over- 
seas bases. The rest will serve to increase 
military strength in U.S. and to supply 
troops abroad. Active reserves, mean- 
while, are to rise from 375,000 men this 
year to 555,000 as next year’s average. 
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For research, the new budget ear- 
marks fewer dollars than are being spent 
this year. ‘Outlays next year are set at 
$505,000,000, compared with a current 
rate of $557,000,000. This does not in- 
clude indirect costs, such as pay of mili- 
tary personnel engaged in_ research. 
About half of the listed outlays are for 
development of new planes, guided mis- 
siles and antiaircraft weapons. 

Other phases of the U. S. arms pro- 
gram also are affected by the shift in 
military spending under the new budget. 
For example: 

Draft is not likely to be used if the 
new man-power ceiling is kept. Induc- 
tions already have been suspended for 
February and March, are not to be re- 
sumed unless Congress raises Mr. Tru- 
man’s new man-power limit for the Army. 

Universal training, called for in the 
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President’s budget, also is not likely to 
take youths for training in the year ahead 
if the armed forces continue to fill their 
lowered man-power quotas by volunteer 
recruiting. Congress is known to take a 
dim view of a UMT program, especially 
when no man-power shortage is apparent 
in the armed forces. 

Lend-lease to Europe is not provided 
in Mr. Truman’s military budget. Revival 
of a lend-lease program, if approved by 
Congress, is likely to add $500,000,000 
to arms costs in the first year and could 
shift arms production even further 
toward heavy industry. 

What’s ahead, then, if Congress fol- 
lows the President’s arms budget, is a 
change in the pattern of defense spend- 
ing, an over-all increase in the number 
of defense dollars to be spent on new 
equipment for the next fiscal year. 


15 
































































































Y.S. News & World, keport 








Newsree 


1—History through photographs 











13—The gigantic parade moves 14—Hot coffee for reviewers 15—As they watched West Pointers 


16 U. S. NEWS & WORLD REPORT 





YS. News & Word Report 


‘- 


é 
f 


10—A wave, and the parade is on 


11—Wartime buddies form escort 


oe | 


es 


: ~ - 
art 
euraceY PRESIDENT TRUMAN 


ures WecePres.parxity £4 


aprnes os 


16—The first floats start passing 17—Hours later, a tootling finale 


JANUARY 28, 1949 


6—After which he kisses Bible 


ir ie 





12—Then down Pennsylvania Ave. 


~Acme, Harris & Ewing photos 


18—And so an inauguration ends 


17 




















U.S. News & World Report 





BUYERS’ GAIN—SHELVES FILLED 


Reported from NEW YORK, CHICAGO and WASHINGTON 


Customers and sales, not sup- 
plies, get businessmen’s worry 
and attention now. 

Shortages are rare. Abun- 
dance is the keynote for 1949. 
Even auto dealers feel the differ- 
ence in buyers’ attitudes. 

Pressure for price declines is 
spreading as stocks of nearly 
everything grow larger. 


Shelves and showrooms, warehouses 
and stock rooms are beginning to be 
filled to overflowing with goods. Gone, 
definitely, are the days when the buyer 
was forced to go begging, hat in hand, 
to the seller in order to get what he 
wanted and was able to pay for. 

Only a few makes of automobiles and 
some types of steel remain on the acute 
shortage list. A few metals are the only 
really scarce raw materials, Many goods 
most wanted during war and in postwar 
years prior to 1949 suddenly are in sur- 
plus, giving rise to new problems of 
price and distribution. The stockpile of 
coal is nearing a record. Lumber has been 
piling up since autumn. Men’s suits have 
been in oversupply. Gasoline that was 
short is abundant. Fuel oil is backed up 
in storage, with prices tending to decline. 

Those are just examples, showing the 
situation that is becoming general, Be- 
fore 1949 is ended, industry expects 
steel supply to be more than adequate. 
The automobile industry is moving into- 
a buyers’ market with several makes of 
cars, except in lower price ranges, tend- 
ing to back up in hands of dealers, New 
houses in higher price ranges are not 
selling well. 

What the developments mean is that 
pressure is building up for gradual ad- 
justment in many prices—but this time 
the pressure is for adjustment downward, 
not upward. 

Higher inventories. The chart on 
page 19 illustrates in a general way what 
is occurring. Figures show how much 
larger wholesalers’ inventories were on 
Nov. 30, 1948, than on Nov. 30, 1947, 
as measured by dollar cost. 

Electrical-appliance stocks were up 
41 per cent. Manufacturers and dealers 
counted 120,493 electric ranges on hand 
Nov. 30, 1948, compared with 22,581 a 
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—Weyerhaeuser Sales Co. 


LUMBER IS PILING UP 
-. fewer orders, lower prices 





year earlier. Refrigerator inventorie; 
totaled 99,132 in November, 1947. anc 
228,680 a year later. Sales of appliance: 
have lagged in recent months. Many 
companies have cut back production, Re. 
tailers are shaving prices to move goods 
For 1949, industry sources expect sale: 
to stay well above the best prewar year 
but slightly below 1948 and well below 
the records made in 1947. 


Furniture and housefurnishings ir 
wholesale warehouses were 55 per cen 
larger last November than in the previous 


year. Dealers report sales troubles. \{anu- 
facturers cut output last autumn and ar 
bringing back low-priced lines to stimu- 
late sales in 1949, 

Hardware wholesalers had 2! pe 
cent more inventory than a year ago ; 
last count. Pent-up demand is met. Sinall- 
er stores are running distress sales to get 
rid of merchandise. j 

Lumber and building-materials sup- 
plies, as measured by wholesalers’ in- 
ventories, were up 79 per cent last 
November compared with the previous 
year. New orders for lumber are running 
20 per cent lower than production, which 
is at the highest level on record. Imports 
are at a record level too. In face of 
rising supplies, retail lumber dealers 
have slowed orders, cut prices. Millwork 
and hardwood flooring, shortage items 
a few months ago, are plentiful. 

Brick output was about one-fourth 
higher in the first nine months of 1948 
than in 1947. Plywood demand is below 
normal and gray-market operators were 
squeezed out by a price decline. A few 
steel and iron items and cement are 
the only shortages in building materials 
now. Electrical fixtures and most kinds 
of heating and plumbing equipment are 
available, though price drops are not 
evident on any big scale. If building 
activity does not jump this spring, ma- 
terial prices may see drastic changes. 

Clothing and furnishings stocks were 
up 27 per cent in November over the 
previous year. Prices on men’s suits and 
overcoats have been cut—20 per cent in 
one representative case. Prices for both 
hosiery and underwear. are down. No 
clothing shortages exist. 

Shoe stocks, up 39 per cent despite 
lower production, worry wholesalers and 
retailers alike. Prices fell slightly in No- 
vember. 

Wholesalers’ stocks of jewelry are up 
15 per cent, paints and varnishes 15 per 
cent, medical equipment and supplies 
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7 per cent, dry goods 28 per cent. 
tories of tires are 98.5 per cent 
Juger than a year ago. W hisky stocks 
ae 18 per cent higher. These examples 
show what has happened in recent 
months to supplies of goods the ordinary 
person buys directly. 

The same story is told by figures on 
stocks and production of basic raw ma- 
terials, Where price declines are begin- 
ning to show up here and there. 

fuel-oil supplies rose fast enough 
this winter to cause three successive 
rounds of price cuts by major prod: 

Stocks of light fuel oil and residuai oil 
are about 62 per cent higher now than at 
this time a year ago. Ample gasoline 
supplies are forecast for next summer, 
in contrast to talk of shortages and ra- 
timing last year, and despite larger 
numbers of autos and trucks. Expansion 
of oil-refining capacity exceeded all ex- 
pectations in 1949 and it is expected to 
increase another 3.5 per cent in 1949. 

Coal stocks, at 70,000,000 tons, are 
not far below the record total accumu- 
lated at one time during war. Stocks are 
w despite sizable production cutbacks. 
Exports are down to a small fraction of 
the 1947 volume just when domestic 
consumption is slowing. Coke shortages, 
apressing problem a year ago, are solved 
for now, although a long-range depletion 
problem remains. 

Copper shortages continue to plague 
U.S. manufacturers partly because labor 
troubles at mines restrict output. Produc- 
tion declines in electrical-appliance in- 
dustries eased demand somewhat, but the 
big expansion in power-production equip- 
ment keeps the shortage threat present. 
Price of cooper now is nearly double pre- 
war price. However, cooper scrap no 
longer brings premium prices as readily 
as last autumn, And refined copper stocks 
were 34.6 per cent higher than a year 
ago at last report. 


Lead demand is lower from paint and ° 


cllapsible-tube producers, who have 
tuned to substitutes. But future needs 
for lead in military stockpiling and atom- 
ie-energy uses will keep demand high. 
World output of lead is far below needs. 

Steel production, at an all-time high, 
is to rise again slightly in 1949, Predic- 
tions are made that supplies will be ade- 
quate for all demands by next summer. 
lron-ore hauls are increasing throughout 
the world. New ore sources are being 
readied for exploitation in U.S. and Can- 
ada, imports are rising from Sweden and 
Chile. U.S. also is taking extraordinary 
measures to expand output of manganese, 


| needed for steel making, in Africa. 


Aluminum supply was below demand 
all through 1948. Yet, at year end, pro- 
ducers noted some slackening in demand. 
Enlarged output depends on_ greater 
electric-power supplies. No substantial 
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aluminum increase is in sight for 1949. 
Aluminum is one of the few metals in 
which any gray market activities still 
occur. Scrap aluminum - still — brings 
premium prices. 

Graphite, tungsten, antimony and tin 
are in short supply in U.S. and world 
markets. Probable loss of China’s tung- 
sten worries U.S. planners. Nickel, 
chromite, mercury, cobalt and _tantalite 
are plentiful. 

Paper of all kinds is in larger supply 
than at any time since war ended. Stocks 
are higher and production is up from 
last year. Newsprint stocks were 12 per 
cent above the previous year’s level in 
October; fine-paper stocks, 31 per cent 
higher; printing-paper stocks, 36 per cent 
higher; coarse-paper stocks, 12 per cent 
higher. Supplies of wood pulp were up 
10 per cent. Wholesale prices of paper 
and pulp declined slightly in November. 

Rubber offers another example of 
material where world-wide shortages 
ended. Crude-rubber prices in November 
were 10 per cent below December, 1947, 
levels. World output in 1948 was about 
one-fifth higher than in 1947. U.S. use 
of natural rubber declined sharply in 
1948, but Russian purchases kept de- 
mand strong. Synthetic-rubber plants in 
U. S. operate far below capacity and can 
expand output when the need arises. 

Chemicals offer few supply problems 
any more and output is curtailed in some 
cases, now that distribution channels are 
filling up again. Fertilizer shortages of 
last summer are not predicted for the 
coming season. Stocks of superphosphate 
are up about 60 per cent over last vear. 

Fats and oils, cotton, hides and skins, 
rayon, sugar are some of the other com- 
modities where stocks are higher than a 
year ago. Prices are below last vear’s 
levels in some instances, or have turned 
down in the last few months. Wool short- 
ages are reported just now, since U.S. 
output is small and other countries are 
holding wool for higher prices. In most 
farm products, however, prices are down. 
Where industry’s stocks of these products 
are small, it is because processors fear 
being caught with an oversupply of high- 
cost goods on a falling market. 

Important fact is that U.S. is fat 
with materials, fuels and finished prod- 
ucts again. A vast wealth of goods awaits 
the buying public. Congressmen are re- 
ceiving many complaints that credit re- 
strictions slow down customers’ spending. 
For example, complaints from auto deal- 
ers about Regulation W are inundating 
Congressmen’s offices right now. 

With the return of abundance, buying 
psychology has changed. People are 
harder to please, shop around more. 
Pressure from stocks that grow larger 
at a time when demand is hesitant will 
show up in many more fields in 1949. 
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ABC's of Western Defense Alliance 


What is involved for U.S. in 
rearming Europe is showing up 
in new defense alliance. Cost, 
low at start, can go high. 

If Congress approves, U. S. 
must be ready to go to war, keep 
on the alert to defend any friend- 
ly nation against attackers. 

It means American arms, fight- 
ing gear, military know-how for 
Europe. Five-year price can reach 
$20,000,000,000 without war. 


A formal military alliance between 
the United States, Canada and nations 
of Western Europe soon is to be of- 
fered to Congress for approval. In this 
alliance, the American people are to 
agree to underwrite the rearming of 
friendly nations and to go to their aid 
if attacked. 

Exactly what is involved in plans for 
the alliance only now is becoming clear. 
Costs to U.S. in dollars are to be large 
over the longer range, but will start on 
a modest scale. Any pledges involving 
automatic action by U. S. in event of an 
attack by Russia are subject to limitation 
by the Senate. You get in what follows, 
however, the details of the plan itself as 
shaped in negotiations. 

Promises by U.S. will take two 
forms. Both are to be within the frame- 
work of a resolution that was sponsored 
by Senator Vandenberg (Rep.), of Mich- 
igan, and passed by Congress last June. 

A treaty, the North Atlantic Security 
Pact, will embody the main U.S. com- 
mitment. This treaty will declare that 
an attack on any one of the countries 
signing it is to be considered an attack 
on all. In that respect, it will be similar 
to the Inter-American Defense Pact, to 
which U.S. already is a party. When 
the new treaty is completed and signed, 
it will be laid before the Senate. There 
a two-thirds vote will be needed for 
ratification. 

Lend-lease help to the other coun- 
tries adhering to the pact also will be 
pledged, if Congress approves. That help 
is to be called “mutual aid,” since the 
other countries will join in the common 
defense. Provision for the mutual aid will 
be contained in an appropriation bill, 
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Reported from LONDON and WASHINGTON 





to be voted on by both houses. Only a 
majority in each house will be required 
for approval. 

These two measures will be pushed 
by President Truman as part of the 
program for peace he outlined in his 
inaugural speech. (See page 36.) 

Costs of the defense plan to U.S. 
could run as high as $20,000,000,000 
over four or five years, if ideas of the 
Western European countries are fully 
carried out. The amount actually to be 
spent, however, will be determined by 



























FIELD MARSHAL MONTGOMERY REVIEWS FRENCH TROOPS 


A protected zone, to be defined in 
the North Atlantic pact, will take in, first 
of all, the home territories of the original 
seven countries. Alaska probably will be 
included also, because of its commanding 
position near Canada, the Arctic and 
Eastern Siberia. Other countries likely 
to join are Norway, Denmark, Iceland, 
Ireland and Portugal. If they do, the zone 
will include their home territories, as 
well as Greenland, a possession of Den- 
mark, the Azores, owned by Portugal, 
and possibly Spitsbergen, a possession of 






Military forces would be dovetailed for maximum defense 


Congress and probably will be much 
smaller. For the first year, the cost will 
be well under the $1,500,000,000 figure 
discussed earlier. An appropriation of 
at least $500,000,000 will be asked by 
President Truman. On the basis of his 
budget, the amount could be over $700,- 
000,000 and_ still come within the 
$15,000,000,000 limit he has set for 
military spending in the coming fiscal 
vear. 

Plans for defense of the Western 
world are being mapped by officials of 
the seven countries that will form the 
nucleus of the new alliance—Britain, 
France, Belgium, Luxembourg, the Neth- 
erlands, Canada and the U. S. These offi- 


cials, meeting secretly in Washington and 


London, are dealing with both the diplo- 
matic and the military aspects of the 


problem. 





Norway. North Africa, however, is to 
be excluded. 

Right now, negotiators for U.S. and 
Britain are making an intense effort to 
persuade the Scandinavian countries to 
come into the alliance. Sweden, friendly 
to the West but unwilling to offend 
Russia, is holding off and is urging Nor- 
way and Denmark to join her in a three- 
power Scandinavian defense line-up. 
U.S. has served notice that these coun- 
tries cannot expect U. S. help unless they 
take part in the alliance of North Atlantic 
nations. The outlook is that Norway and 
Denmark will decide in favor of the North 
Atlantic pact, with Sweden remaining 
neutral. 

Later, a separate pact may take in 
North Africa, Italy, Greece, Turkey and 
the other Middle Eastern countries. In 
the defense plans now being shaped, 
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Western Europe and the North Atlantic 
region are to get definite priority over all 
the other regions of the world. 

Military forces of nations in the alli- 
ance are to be dovetailed, so that they 
will have the maximum defense value. 
On land, the initial aim is to form about 
90 new divisions. These would be in 
addition to the 16 or 17 divisions already 
there, including those of France, Britain, 
Belgium, the Netherlands and the United 
States. At least part of the new divisions 
are to be armored, and all will be highly 
mobile. France would like to supply the 
man power for most of these divisions. 
Eventually, however, if Western Ger- 
many gets a new government and is per- 
mitted to join the alliance, 500,000 or 
more German soldiers may be available. 

The tactical air arm of the new de- 
fense forces will be ‘supplied largely by 
Britain. Patrol of waters in the North 
Sea and neighboring areas will be car- 
ried on by the British Navy. U.S. will 
be prepared to do strategic bombing and 
will be expected to back up the European 
nations with ground forces only in case 
war should break out. 

Command of the defense forces is to 
be joint, with all member countries repre- 
sented on the military staff. Top place 
probably will be given to an American 
officer, such as General of the Army Omar 
N. Bradley, U.S. Army Chief of Staff, 
or Lieut, Gen. J. Lawton Collins, his 
deputy. The joint command may include 
that of the Western European Union, 
which has its headquarters in Fontaine- 
bleau, France, with Britain’s Field Mar- 
shal Viscount Montgomery as the supreme 
commander. Plans for immediate action 
in the event of emergency will be worked 
out. 

Bases will be pooled by the nations 
in the alliance. The United States already 
has rights in Greenland, Iceland, the 
Azores and Western Germany. When the 
new alliance is formed, some or all of 
these rights will be broadened and made 
more permanent. In addition, U.S. ex- 
pects to have access to bases in the 
territory of all the other member nations. 
There is special interest in air and naval 
bases in Norway and air bases in Canada, 
as well as in keeping existing bases in 
Greenland and landing rights in Iceland. 

Equipment is to be standardized 
where possible. Most of the standard 
designs will be American, though a few 
will be British. Two French divisions in 
Germany already have been re-equipped 
by the United States, while Britain is 
supplying France with jet fighters. In 
general, U.S. will supply what the other 
countries cannot make for themselves. 

When the treaty is completed, foreign 
ministers of the countries concerned, in- 
cluding U.S. Secretary of State Dean 
Acheson, Britain’s Foreign Secretary Er- 
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Will the U. S. pay the price of ‘‘peace insurance’? 


nest Bevin and France’s Foreign Minister 
Robert Schuman, will meet to sign it 
formally. President Truman then will 
send it to the Senate, where Senator 
Connally (Dem.), of Texas, chairman 
of the Foreign Relations Committee, will 
lead the campaign for ratification. 

Real value of the alliance at present 
is regarded by officials as psychological 
and political, rather than military. They 
acknowledge that 20 new divisions will 
be far from enough to bring more than 
a temporary halt to a sweep by Russian 
forces. Within a short time after the 
start of war, Russia could send 165 


divisions, including nearly 50 armored 
ones, against the West. 
Building of 20 new divisions would 


BRITAIN’S ERNEST BEVIN AND FRANCE’S ROBERT SCHUMAN 


represent a long stride toward rearma- 
ment of Western Europe, however. 
Existence of these forces, officials de- 
clare, could help‘ to restore a feeling of 
confidence in countries such as France. 
Also, the alliance will serve notice on 
Russia that, if she attacks one Western 
country, she will find herself at war with 
all. 

These officials believe that, given time, 
the West can have a defense force of not 
less than 50 modern divisions. -Then, 
they contend, no matter what Russia 
does, the Western powers will have a 
chance to hold their own. Meanwhile, 
with signs of war diminishing, the 
proposed alliance is looked upon as a 
good insurance policy for peace. 
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Attack on one would mean war with all 
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REVIVED RUHR: NEW DANGER SPOT? 


German Ruhr, recovering rap- 
idly, is bringing new headaches 
for U.S. and Britain. Production 
is outstripping control. 

Krupp plants are busy again. 
Steel is pouring out. So is coal. 
German bosses who ran things 
for Hitler are back in charge. 

Problem is to keep Ruhr going 
as peacetime producer. Plants 
thriving now can rearm Germany 
if Allied control slips. 


The Ruhr, source of German power 
in two world wars, is coming back 
fast. Germans are turning out steel and 
coal at a rate considered impossible a 
year ago. Great factories like the 
Krupp Works, many of them once ear- 
marked for dismantling, are stepping 
up production. 

Output of the Ruhr is vital to the re- 
covery of Western Europe. That is why 
the Western Allies are pumping Amer- 
ican dollars into the Ruhr to get it going 
again. But Germans also are profiting 
from the revival of the Ruhr: They are 
out to sabotage Allied control, out to get 
real power in the Ruhr for themselves. 

A handful of British and American 
officials, fewer than 200 in all, are trying 
to control the biggest concentration of 
industry in Europe. Today, here in the 
Ruhr, these officials are wondering if they 
may not be creating a giant of produc- 
tion that the Germans may use again 
for war. 

The comeback of the Ruhr, ex- 
amined on the spot by a staff correspond- 
ent of U.S. News & World Report, gives 
this picture: 

The valley of the Ruhr River, flowing 
eastward from the Rhine, is no longer a 
ruined bombing target of World War II. 
Instead, the oval area of 400 square miles 
where industrial cities stand suburb to 
suburb is humming with activity, 
shrouded day and night in the black 
smoke from thousands of factory chim- 
neys. The industrial heart of Germany 
and of Europe is alive again, growing 
stronger every day. 

Coal mines, tapping the largest re- 
serves of hard coal on the continent of 
Europe, are bringing fuel to the surface 
at the rate of 350,000 tons a day. The 
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war was fought through the Ruhr in 
1945; mine machinery was smashed; 
mines were flooded and many miners 
were killed. But today, as the chart 
shows, coal output in the Ruhr is climb- 
ing close to the rate of prewar days when 
Germany was preparing for the conquest 
of Europe. 

Blast furnaces redden the night sky of 
the Ruhr Valley. More steel is made in 
that area today than in the whole of 
France. Within six months, the output 
of steel has increased 60 per cent. 

Factories are humming in the Ruhr 
and elsewhere in Western Germany, 
powered by Ruhr coal and supplied with 
Ruhr steel. Industrial production for the 
U.S. and British zones of occupation 
has climbed 50 per cent in six months 
and stands now at 75 per cent of the 
prewar rate. 

All this activity is changing the lives 
of the Germans of the Ruhr. They are 
more confident, convinced that Western 


Europe’s need for the production of the 
Ruhr will enable Germany to get back on 
its feet. They have a common purpose- 
to become the masters in their 
house. 

Life in the Ruhr, for many Cermans 
is not unpleasant. 

Bankers and businessmen, ‘any o} 
them members of the families that have 
owned banks, factories, mines and mills 
in the Ruhr for centuries, still are doing 
well. Assets and profits of the coal and 
steel companies in the Ruhr are held in 
trust by the occupying powers and final 
ownership is to be determined later. In 
the meantime, however, Ruhr Germans 
are making profits out of the other in- 
dustries and services of the region. There 
is plenty of evidence here that their 
profits are large. 

Luxury restaurants, for example, are 
doing a big business. There are <lozens 
of them in the major cities of the Ruhr 
where a wealthy customer can get a 
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|-pound steak, more meat than Germans 
ae legally allowed in a month. 

Executives and technicians are back 
in their old jobs. Most of the experts 
who produced arms for the Nazis in the 
Krupp Works are employed again, pro- 
ducing peacetime machinery and repair- 
ing locomotives, working as a team in 
the Krupp factories. 

German officials, appointed by the 
freely elected local governments, are do- 
ing what they can to get real control of 
the Ruhr back into German hands. They 
channel Ruhr production, when decisions 
are left to them, into domestic markets 
rather than export markets. They try to 
keep Allied imports for Germans rather 
than for the export industries for which 
they were intended. 

Most of Germany’s gasoline, for ex- 
ample, is imported, paid for by Amer- 
ican dollars. German officials, however, 
control gasoline rationing. As a result, 
while top British officials in Diisseldorf 
take slow trains to Frankfurt to save 
gasoline, minor German officials travel 
in their own cars. In addition, much 
gasoline reaches the black market. Last 
summer, at Germany’s first auto races 
since the war, 20,000 automobiles 
showed up, driven from all parts of 
Germany. 


U.S. News & World Report 


REBUILT KRUPP WORKS: The industrial heart is alive again 


British officials in the Ruhr, recalling 
the life of austerity, dull diets and lim- 
ited consumer goods in Britain, which is 
sacrificing much to build up its exports, 
are bitter about the attitude of the Ruhr 
Germans. They complain openly that 
they lack the authority and the personnel 
to police the Ruhr economy. There are 
only 170 British and 25 American ex- 
perts doing this job in the Ruhr. The 
Germans, when they occupied Belgium, 
a country as large as the Ruhr in area, 
but smaller in population and much less 
powerful industrially, had 800 officials 
for what they termed a “model occupa- 
tion.” 

Control of the Ruhr, in theory, is 
held by the Western Allies. Troops of 
the British Army have occupied the Ruhr 
since 1945. The steel and coal industries 
are regulated by boards of U.S., British 
and French delegates. These boards are 
to be replaced by an International Ruhr 
Authority on which Belgium, the Neth- 
erlands and Luxembourg also will be rep- 
resented. Eventually, a German Govern- 
ment is to get one fifth of the votes in the 
Authority. 

But the Germans of the Ruhr are not 
waiting for the creation of a German 
Government. Instead, they are doing 
what they can now to get real power 
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in the Ruhr by playing off their con- 
querors, American, Russian, British and 
French, against one another. 

German union leaders and plant own- 
ers in the Ruhr have prepared expensive, 
illustrated pamphlets in English to fight 
the plan for dismantling the Valley’s war 


plants. These pamphlets are mailed to 
influential persons in the U.S. and Brit- 
ain while Western visitors to the Ruhr 
are taken on conducted tours by Ger- 
mans. They are told, for example, that 
a particular rolling mill is needed for 
making transformer sheets to relieve the 
Ruhr power shortage. They are not told 
that another mill could roll transformer 
sheets more cheaply, or that this particu- 
lar mill made three-inch, armor plate in 
wartime. 

German rule over the economic life of 
the Ruhr is increasing, owing in part to 
Allied policy, in part to German maneu- 
vering. Allied efforts to run the area’s in- 
dustry, at the start, met with German in- 
difference, apathy and sabotage. Then, 
when it became apparent that Western 
Europe needed the production and when 
the U.S. Government sought to reduce 
the cost of supporting Germany, the offer 
of Germans to*manage the Ruhr them- 
selves, reporting to Allied officials, was 
accepted. The plan was to regroup in- 
dustry in smaller units, which were able 
to borrow German and get to 
work on their own instead of remaining 
idle on Allied charity. 

Top authority in the Ruhr still rests in 
the hands of U.S. and British: Military 
Governors in Germany. But lower-ranking 
British and American officials have only 
the power to “advise” the Germans. Ger- 
man Officials know this. They listen to the 
advice, but they frequently go their own 
way. They claim much of the credit for 
the Ruhr revival, and they warn the Al- 
lied authorities that Ruhr output will slow 
down unless they get their way. 

Future of the Ruhr as the productive 
giant of Europe now is secure. Question 
is one of control, of the use to be made 
of the output of coal, steel and the dur- 
able goods that make nations strong. 

Western aim is to distribute the Ruhr 
production throughout Western Europe. 
For the U.S., the more the Ruhr can 
contribute to Western Europe, the less 
the need for U.S. aid to the Marshall 
Plan area, the greater the ability of 
Europe’s non-Communist governments to 
defend themselves against the threat of 
Russian expansion instead of relying on 
U.S. armament. 

German aim is to use the Western 
need for Ruhr production and German 
co-operation to restore Germany to a po- 
sition of power and influence in Europe. 

Trend among the Western Allies is to 
let Germans share, but not monopolize, 
the rising output of the Ruhr. 


money 
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Why U.S. Is Failing in Asia 


U. S. is losing out in Asia. Anti- 
American feeling is stirring from 
North China to the Java Sea, 
spreading elsewhere. 

Build-up of Japan ahead of 
other countries is a big reason. 
China policy causes trouble, too. 
So do Asia’s Communists. 

Friendship for U.S., highest 
when World War Il ended, is 
slipping away fast. Distrust, re- 
sentment are moving in. 


Americans are rapidly losing face in 
the Orient. A reservoir of U.S. good 
will, built up during World War II, 
is about drained dry. In a vast ex- 
panse that is home for a billion peo- 
ple, affection for America, amounting 
to hero worship a few years ago, is 
turning into deep resentment now. 

A correspondent for U.S. News & 
World Report has just completed an eight 
months’ tour of the Far East, travel- 
ing from Japan and China down 
the South Pacific and across India 
and the Arab lands to the Medi- 
terranean. The over-all impression 
brought out of the region is one of 
disillusionment—bitter and pro- 
found—with the U. S. 

Thoughtful people in Asia are 
fearful of a U.S. policy intended to 
build up Japan. They resent Amer- 
ica’s role in China and are suspicious 
of U. S. motives in Indonesia, Indo- 
China and other territories where 
native leaders are struggling for 
independence. 

There is a feeling that U.S. policy 
—or the lack of a comprehensive, 
over-all policy for Asia—not only is 
alienating a billion friends and po- 
tential allies, but has prompted mil- 
lions of bewildered people to turn 
to the Communists for leadership. 

Distrust of the U.S. is grow- 
ing. A correspondent, traveling 
thousands of miles, repeatedly is 
asked: “Why is the U.S. repudi- 
ating the trust of the peoples of 
Asia?” Some put it in those exact 
words. Others asked the same thing 
in terms of their own countries. 

The question was first put by a 
Japanese economist who came out 
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of retirement to aid the occupation, but 
gave up in a year, bewildered by U. S. 
policy and pertormance. It was repeated, 
almost word for word, by a Korean labor 
leader a short while before he was 
assassinated. 

The same puzzled question, with slight 
variation, was asked by a Chinese philoso- 
pher who blames America for his coun- 
try’s troubles, an embittered newspaper- 
man in the Philippines, a native engineer 
active in the French Indo-China under- 
ground, a student in Indonesia, a Bur- 
mese politician and an Indian professor. 

All of these men were enthusiastic ad- 
mirers of the U.S. at the time of Japan’s 
defeat. That admiration is about gone 
now. Across the wide sweep of an Orient 
caught in hunger, dismayed by a falling 
standard of living and bristling with po- 
litical unrest, friendship for America is 
cooling. A close examination and hun- 
dreds of interviews with people in all 
walks of life show what is bothering the 
Far East: 

Hostility toward the U.S. has intensi- 
fied throughout Asia during the last year 
or so because of the trend of American 
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IN JAPAN, RECOVERY 
. «. @ build-up for a bulwark? 


policy in Japan. Chinese of all factions 
fear Japan is being restored to warmaking 
strength by the U. S. The correspondent, 
in one week, heard this fear expressed by 
a premier, a businessman, a labor leader, 
a newspaperman and a banker. All eel 
that the attempt to build a strong Japan 
in a chaotic Orient is tending to preserve 
the power of the “old gang” that plotted 
and ran the war. 

The Chinese are not alone. The people 
of the Philippines are, if anything, even 
more bitter about American policy in 
Japan. The Filipinos, as one of them put 
it, feel that the vanquished now is emerg- 
ing as the victor and the victor is being 
treated as the vanquished. 

The bitterness starts at the top with 
President Elpidio Quirino, whose wife 
and two children were machine-gunned 
by the Japanese. It reaches down to the 
Luzon farmer whose entire family was 
killed by the invaders. He comments 
bitterly that he wishes Japanese mer- 
chants were permitted to deliver their 
postwar textiles to the Philippines in 
person, “so I could kill one in the name 
of my dead wife.” 

Most Asiatics appreciate Ameri- 
ca’s concern regarding Russia. What 
worries them is a growing suspicion 
that the U. S., in a desire to convert 
Japan into a bulwark against Russia, 
is neglecting the democratization of 
the former enemy. They are con- 
vinced that Japan, while it may 
emerge strong, quite probably will 
not be democratic. 

The result is that good will 
toward the U.S. in such places as 
the Philippines is showing signs of 
wear. Enthusiasm for Americans 
that was almost boundless at the 
time the island Republic was 
granted its independence is slack- 
ening because of a feeling that the 
U.S. is more interested in Japanese 
recovery than in restoring the 
Philippines. 

China. Respect for America is 
in a falling market in China, as it is 
elsewhere in the Orient. U. S. finds 
itself caught in a triangle of dis- 
content. The Communists have al- 
ways denounced American policy 
in China. Non-Communist oppo- 
nents of Generalissimo Chiang Kai- 
shek blame U.S. for having kept 
him in power with more than 
$2,000,000,000 of aid since World 
War II. Now some of Chiang’s 
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strongest supporters are turning against 
the U. S. too, complaining that American 
aid has been too little and too late to 
stop the Communists. 

A Chinese professor, interviewed by 
the U.S. News & World Report corre- 
spondent, seemed to express an attitude 
typical of many. Once a follower of Sun 
Yat-sen and a member of the Kuomintang 
Party, he turned against Chiang Kai-shek 
long before the Communists started their 
winter string of victories. 

“You Americans are responsible for 
prolonging the civil war,” he told the 
correspondent. “If you would not inter- 
fere, we could quickly end this blood- 
shed, and that is what all of us wish for. 
If you continue to support the Generalis- 
simo, Ameriea will have no friends left 
in China, and the Communists will con- 
quer the country anyhow.” 

The Communists have succeeded in 
capitalizing both on the traditional pov- 
erty of China’s peasants and on resent- 
ment against the Nationalist Government. 
China’s millions of peasants are a docile 
people, but the Communist promise to 
give them land has proved a -powerful 
attraction. Millions of these people are 
supporting the Communists in the hope 
that any change will improve their lot. 

As one Chinese Communist told the 
correspondent: 


“Our strongest propaganda is land.” 
So effective has this propaganda been 
that rarely does a group of peasants fight 





Five Years of Watching 
Changes in the Orient 


What has America bought with 
its dollar aid te China, its man- 
agement of Japan, and other ac- 
tivities in the Far East? 

Joseph Fromm, U.S. News & 
World Report correspondent, has 
just completed an eight-month tour 
to find out whether the U.S. is 
winning or losing friends among 
Asia’s millions. He took with him a 
background of experience that be- 
gan in 1943. In 1945 he was an 
Indian Army captain checking on 
the anti-Japanese underground in 
Southeast Asia. He landed in 
Malaya as Japan surrendered. For 
three years he has been this maga- 
zine’s correspondent in Asia and 
the Orient. 

This dispatch is 
report on current trends 
Far East. 
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for the return of the Nationalists, once 
their area has been occupied by the Com- 
munists, Communist leaders have suc- 
ceeded in giving the peasants a vested 
interest in the civil war and few of them 
are ready to die for a return of the 
Kuomintang. 

U.S. officials, supporting the Nation- 


alists as the strongest force against the 
Chinese Communists, found themselves 
unable to bring about any substantial 
changes in the Government to cut down 
the graft and corruption that even Chiang 
Kai-shek has denounced. One American 
stationed in China claims that America 
has received a return of less than 10 
cents on every dollar invested to fight 
the Communists. 

The visitor to China. finds evidence of 
the inefficiency and ineffectiveness of the 
Kuomintang as a force against the Com- 
munists. Americans who have worked 
for years to make the Nationalist Govern- 
ment more efficient and more effective 
seem to feel, with few exceptions, that 
their efforts fail at every turn. 

Now, against Communist 
suggestions are being made that the U. S. 
land an army in China to hold what is 
left of the country. But feeling is so 
keen among all factions that some State 
Department officials are convinced such 
action might entangle Americans in an 
endless war with the risk that even the 
anti-Communists would turn against the 
U.S. ; 

Southeast Asia. The traditional 
brand of colonialism is dead in this area. 
The people of Indonesia and Indo-China 
are almost fanatical in their desire to 
break away from the Dutch and French. 
Because U. S. propaganda during the war 
put so much stress on the Four Freedoms 
and the right of all peoples to self-gov- 
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U.S. GAVE DOLLARS TO CHIANG 


ernment, rebel leaders confidently ex- 
pected America to help their fight for 
liberty. Now they are disillusioned and 
bitter. And they blame the U.S. 

A correspondent traveling through In- 
donesia a few weeks ago found resent- 
ment toward the Dutch was intense and 
feeling was growing against America. 
Many people insist that the U.S. is giv- 
ing lip service to the Indonesian Republic 
while aiding the Dutch indirectly in the 
latter’s effort to hold the East Indies. 
Because the European Recovery Program 
includes France and the Netherlands, 
there is a feeling in the Far East that the 
U.S. has turned out to be on the side of 
colonial powers rather than colonies. 

The U.S. has strongly criticized the 
Dutch before the United Nations for the 
latest military operation in Indonesia, 
which the Dutch call a “police action.” 
But rebel leaders want Americans to 
follow up strong talk with strong action. 
For months the Communists have been 
telling the Indonesians that they were 
being betrayed by America, that the 
U.S. had sold out to the Dutch. This 
Communist line has taken hold. 

Significantly, almost the only literature 
in the bookstal!s of Jogjakarta, capital of 
the Indonesian Republic, consists of 
Marxist pamphlets. A 23-year-old Indo- 
nesian newspaperman told the corre- 
spondent frankly that he would go 
underground and follow anyone—even 
the Communists—who would lead a 
guerrilla war against the Dutch. 

In Indo-China, a French official esti- 
mates privately that 95 per cent of the 
natives are nationalists, determined to 
fight against French rule. An under- 
ground army has penned the French in a 
half dozen cities, and even these places 
are not especially safe for outsiders. 
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Many guerrillas expected the U.S. to 
help them win independence years ago. 
Instead, they say, U. S. Lend-Lease arms 
showed up on the side of the French. So 
they have turned to Communists to lead 
their fight for freedom. 

A young medical student, fresh from a 
guerrilla campaign, slipped into the cor- 
respondent’s hotel room in Saigon one 
night and, during the long conversation, 
spoke angrily about U.S. aid for France 
through the Marshall Plan. He explained 
his support for Ho Chi-minh, a Commu- 
nist leader of the Indo-China fighting, 
with these words: 

“We are following Ho Chi-minh not as 
a Communist but as a nationalist. We 
have no other choice. Even those of us 
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COMMUNISTS GIVE LAND TO THE PEASANTS - 
. . . the Communist handouts are paying bigger dividends 


who are opposed to Communism prefer a 
country ruled by our own Communists to 
a country ruled by the French.” 

Throughout Asia the story of dis- 
appointment at the U.S. has been re- 
peated since the end of the Japanese war. 
It was the American promise of the Four 
Freedoms, distributed in propaganda 
leaflets over British protests, that en- 
couraged Burmese nationalists to gain 
their independence. In Malaya, the peo- 
ple were sure the Americans, not the 
British, would liberate them from the 
Japanese. They plastered their towns 
with signs that read “Nippon Go—Amer- 
ica Come.” U.S. stock was high in those 
days. But it is high no longer. 

An eight-month tour through 10 coun- 
tries of the Far East leaves an American 
correspondent with these impressions: 

Chaos continues in Indo-China and In- 
donesia and the United States—fairly 
or not—is being given a large share of 
the blame. 

U.S. policy of supporting and sub- 
sidizing the Chiang Kai-shek Govern- 
ment in China has cost hundreds of mil- 
lions of dollars without any visible effect 
on the Communist drive to dominate 
China. Now U.S. prestige is slipping. 

U.S. policy of pushing recovery in 
Japan is alienating those Asiatic coun- 
tries whose co-operation is essential to 
Japanese recovery. There is increasing 
speculation in the Far East that the end 
product of the occupation might be a 
Japan that will not be solvent, demo- 
cratic or a dependable ally of the West. 

Over all, a correspondent with years 
of experience in the Orient winds up ex- 
tensive travels convinced that American 
policy in the Far East has, in three years, 
cost the U.S. most of the good will it 
once enjoyed in this complex region. 


U. S. NEWS & WORLD REPORT 


apse 





3 





U.S. 


—_—_ 


FR 


Free 
minist 
The 
adequ 
U.S. f 
guard 
old at 
Foo 
vived 
incom 
Cos 
at $1. 


Free 
that tl 
the les 
can p 
work 
élothir 

It is 
ment t 
ards of 
for ol 
disabil: 
it Con 
to do \ 
is to b 
all, A. 
vive p! 
free ci 

Pres 
Congr 
food a 
does | 
Agricu 
(Rep. 
Congr 
The c 
000 a: 
ment 
for ev 

The 
prewa 
trimm 
pressi 
relief 
give f 
family 
Secret 
adequ 
be sy 
just s 

ernme 

foods, 
Fa 
marke 


JANU 









In- 
an 


in- 
rly 


of 


n- 
il- 
ct 
te 









JANUARY 28, 1949 








Free food is next on the Ad- 
ministration’s welfare program. 

The idea is to guarantee an 
adequate minimum diet to all 
U.S. families, in addition to safe- 
guards against unemployment, 
old age, sickness, disability. 

Food-stamp plan would be re- 
vived and offered to all low- 
income families in the country. 

Cost to taxpayers is estimated 
at $1,000,000,000 a year. 


Free food is among the good things 
that the Government is planning for 
the less well-to-do among the Ameri- 
can people. Subsequently, if plans 
work out, there may be some free 
élothing, too. 

It is all part of the effort of Govern- 
ment to protect people against the haz- 
ards of living. There. is to be insurance 
for old age, against sickness, against 
disability, against unemployment. Then, 
it Congress approves, as it is expected 
to do when farm surpluses pile up, there 
is to be assurance of a minimum diet for 
all. A surplus of cotton probably will re- 
vive pressure for a program to distribute 
free cotton goods. 

President Truman favors action by 
Congress at this session to make free 
food available to the less privileged. So 
does Charles F. Brannan, Secretary of 
Agriculture. Senator George D. Aiken 
(Rep.), of Vermont, has a bill before 
Congress that would start the program. 
The cost would be around $1,000,000,- 
000 a year, Then, in addition, the Depart- 
ment of Agriculture wants free lunches 
for every school child in the land. 

The plan, actually, is a revival of the 
prewar food-stamp plan with some new 
trimmings. Food stamps, during the de- 
pression, were issued only to families on 
relief rolls. The revived program would 
give food stamps or food coupons to any 
family that could not afford what the 
Secretary of Agriculture decides is an 
adequate minimum diet. Coupons could 
be spent for all kinds of foods, not 
just surplus foods, although the Gov- 
ernment may issue coupons for surplus 
foods, too, 

Farmers would be assured a_ larger 
market for their crops. Butchers and 
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FREE FOOD: NEXT SECURITY GOAL 


Administration and Farmers Push New Bill 


grocers would sell the additional food 
and mark up their usual profit on such 
sales. From 2,500,000 to 4,000,000 
families would get more to eat without 
additional cost. 

An adequate diet is defined in the 
Aiken bill as enough meat, potatoes, milk, 
eggs, fruits, vegetables, sugar and flour 
to keep a person strong and _ healthy. 
Every American, for example, would be 
assured 10% pints of milk or the cheese 
equivalent, a week; 4 eggs a week, and 
1% pounds of meat a week. A family of 
four could have the equivalent of at 
least a 7-pound roast each week. 

All this is guaranteed in the Aiken 
bill, and no family is to be required to 
pay more than 40 per cent of its income 
for this amount of food. That is con- 
sidered as much as any family should be 
required to pay for an adequate diet. 
If 40 per cent of a family’s income 
won't buy that much food, the Govern- 
ment intends to pay the difference. 

Here is how the plan would work: 

The Secretary of Agriculture deter- 
mines, say, that the minimum diet will 
cost a family of four $60 a month. If a 
family’s income is only $100 a month, it 
should be required to spend only $40 
for food—40 per cent. So the Government 
will see that the family gets the additional 
$20 worth. If the income is $125 a 
month, 40 per cent would be $50, so 
the family would get only $10 from the 
Government. At $150 a month, if $60 is 
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PREWAR FOOD-STAMP PLAN IN ACTION 


set as the cost of a minimum diet, no 
aid would be given. 

Food coupons or food stamps would 
be used instead of money to pay food 
bills. Participating families would buy 
$60 worth of food stamps from the Gov- 
ernment at a price they could afford to 
pay. The $100-a-month family would 
get the $60 worth of stamps for $40; 
the $125-a-month family would have to 
pay $50. 

Grocers and butchers would accept 
stamps in payment for the food and 
could cash them at banks. Banks would 
turn in the stamps to the Treasury at 
face value and perhaps be paid for 
handling them. 

To qualify for free food, all a family 
would have to do would be to file an in- 
come statement with the Government, 
showing that it needed assistance to 
maintain an adequate diet. All 
income families would be eligible, 
whether they live in cities or on 
farms. For farm families, however, a 
deduction could be made for home- 
grown foods. 

The idea behind the program is that 
the American people must eat about 10 
per cent more food than before the war, 
else farmers will produce more than can 
be consumed. The problem, as farm ex- 
perts see it, is to enable people to buy 
what farmers can produce. Free food, 
through family allowances and_ school 
lunches, is suggested as the answer. 
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A revival with new trimmings? 








You’ve never seen 
such a mimeograph 


Here, for the first time, is a table-top mimeo- 
graph with a self-contained electric-drive. The op- 
erator remains comfortably seated while this ma- 
chine produces clear, sharp copies of written, typed 
and drawn material at the rate of 140 per minute. 


Now add sturdy construction for continuous trouble- 
free operation, built-in features that handle a variety 
of jobs and the availability of special accessories to 

speed up and simplify systems work. 


Investigate this new A. B. Dick mimeograph, model 435. 
For use with all makes of suitable stencil duplicating 
products. Look in the phone book or write for the name of 

your nearby A. B. Dick Company representative. A. B. Dick 
Company, 720 West Jackson Boulevard, Chicago 6, Illinois. 


A. B. DICK & 


—the first name in mimeographing _ 


| , 
Shown at right is the model 27 
A. B. Dick mimeograph stand 


with built-in foot control for 
fast fatigue-free operation 
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>> It is not generally recognized, but the monopoly on atomic energy held by 
U.S., Britain, Canada no longer exists. France, by building an atomic pile of 
her own, has broken the monopoly. This is a fact of far-reaching significance. 
French can now get at atomic facts which the U.S. has kept top secret. 
Russians are in position to acquire whatever French learn, through French 
staffing France's atomic research. 






Communists who have key roles in directing, 
This puts the U.S. on the spot in more ways than one. It can speed the day 


when Russia has the bomb. It forces some changes in the thinking about World War 
III. It reduces American bargaining power at the same time it makes world control 
of atomic energy more urgent than ever. And it compels U.S., before signing a 

North Atlantic pact, to ask whether it can count on France against Russia. 








>> Facts of this atomic development in France are just beginning to come out, 
just beginning to show the extent of Communist infiltration and control. 
Top man, one of world's leading experts in atomic problems, is a Communist. 
Research staff that operates the atomic pile is Sprinkled with Communists. 
Party press in France treats the new atomic pile as Communist achievement. 
Things have gone far enough, in fact, to compel the top man, Dr. Frederic 
Joliot-Curie, to protest publicly that his first loyalty is to France, that he 
will never reveal to any other power atomic secrets of industrial or military 
But, so far as is known, he remains a party member. 

























importance to France. 











>> French controls, at the same time, are much looser than in U.S. or Britain. 





Censorship over atomic secrets is not nailed down, rigid, as in Anglo-Saxon 
French scientists apparently have wide discretion on what to say. 





countries. 
Scientists working on atomic pile are not screened for political views. 


Loyalty to France is taken for granted. Membership in Communist Party is no bar. 
Exchange of information with other countries, including Russia, is per- 
mitted rather freely. Soviet scientists are made welcome at France's Oak Ridge. 
French Government, in addition, is unhampered by any agreement with the 

U.S. or other powers requiring it to consult on its atomic activities, or re- 
quiring it to limit its sharing of atomic secrets to the U.S., Britain, Canada. 
So France is free to go as far as it can with its new atomic pile. 






















On the question of how far France can go, these facts are pertinent: 

New atomic pile is not a big one, not in the same class with the U.S. pile 
at Hanford, Wash., not the kind that can produce atomic energy in quantity, right 
now, for use in an atomic bomb. Instead, it's what the experts call a low-en- 
ergy, chain-reacting pile, making just a little plutonium, useful for research. 
(over) 
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Importance is that it gives French scientists invaluable experience in 
building and maintaining an atomic pile, and at the same time provides a supply 
of atomic energy with which scientists can pry loose secrets held tight by U.S. 

U.S., for example, classifies as top secret information on number of neu- 
trons created by fission of uranium. French can learn this in a few weeks, now. 


>> So the U.S., viewing France's atomic progress, is on this sort of spot: 
Probability is that France will be unable to prevent Communist scientists, 
in all cases, from passing on to Soviet Russia some valuable atomic secrets. 
Danger, then, is that Russia will combine French research with her own vast 
resources, come up with a bomb much earlier than would otherwise be possible. 
Question is how far U.S. will be willing to go in joint defense plans with 
France, so long as Communists have access to France's atomic secrets. 
A U.S. crackdown on France, on the other hand, demanding purge of Commu- 
nists, end scientific relations with Russia, might cause an uproar, is not likely. 
Thus, the way out for either U.S. or France is not in sight. - It's a serious 
complication in U.S.-French relations. You are likely to hear more about it. 








>> Peace talk--some real, some phony--is breaking out in a number of places. 
Soviet peace talk is emerging again, perhaps with new purposes in view. 
Palestine peace talk is the real thing this time, may get results. Credit 

of $100,000,000 from U.S. is timed to help, tends to cover up British bumbling. 
Talks in India, over disputed Kashmir, are going well, promise real peace. 
Peace in Indo-China, on the other hand, looks remote despite French talks. 
Peace in Indonesia is entangled in international politics, as India takes 
in mobilizing help for natives. Dutch hope for easy cleanup is fading. 
Peace in China, is nearer, but that's the only thing certain about it. 




















Retirement of Chiang Kai-shek, if it sticks, leaves this situation: 

Peace in North China, with Communists in firm control, is at hand. 

Peace in South China is nowhere in sight. What is in sight, after Chiang, 
likelihood that the area will fall apart, revert to rule by war lords. 
U.S., then, may stress economic aid to Chinese people, try to ignore war. 








>> Moscow, in its current peace offensive, has several important targets. 

North Atlantic alliance is an obvious one. This is the time for Moscow, if 
it can, to convince U.S. Senate that Russia plans no aggression, wants no war, 
that U.S. therefore would be foolish to get involved in an entangling alliance. 

U.S. defense budget is another obvious target. Moscow favors a cut. 

But Soviet strategists may have other targets, not quite so obvious. 

U.S. position in Germany, in all probability, is high on Moscow's list. 

Berlin currency issue, Russians now imply, can be settled on basis provided 
by United Nations committee. Western powers have already, in effect, said no. 

Withdrawal of troops from Germany is also hinted at by Moscow as something 
Russia is ready to do right now, whether or not the West agrees to it. 

Moscow's purpose in this sort of proposal, as Western diplomats see it, is 
twofold: To embarrass the U.S., and to promise Germans an end of occupation. 
Result can be to hurt U.S. prestige in Germany, make Russia look pretty good. 

Soviet peace talk, in any case, can't be dismissed as idle propaganda. In 
Moscow's book, propaganda is never idle. It has a purpose, if you can find it. 
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N the sheltering circle of mother’s arms, a child first knows 
protection . . . As he grows beyond babyhood-he puts 

his trust in the security of the home. . . which you have the 
power to safeguard through insurance. 

Be certain of protecting those precious surroundings 
against loss by fire and other hazards. Learn the fire preven- 
tion rules. Then, get the advice of your Hardware Mutuals 
representative on fire and extended coverage insurance for 
your home—or other properties. He'll explain how to get 


The Policy Back of the Policy—Our way of doing business 
that makes your interests our first consideration 





the right protection to fit your needs. . . 


in line with today’s 
replacement costs. The policy back of the policy stands for good 


management . . . financial stability . . . prompt, fair claim 
handling . . . nationwide day and night service . . . dividend 
savings every year since organization. 

Phone Western Union 
It’s easy to get acquainted! Simply call Western Union by num- 
ber, ask for Operator 25, and say you'd like the name and 
address of your nearest Hardware Mutuals representative. 


Non-assessable Casualty and Fire Insurance for yur AUTOMOBILE...HOME... BUSINESS 


Hardware Mutuals 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY - 





HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 














GLOBAL STRATEGY 


AN INTERVIEW WITH FLEET ADMIRAL C. W. NIMITZ 





EDITOR’S NOTE: The transcript of the interview 
with Fleet Admiral Chester W. Nimitz which ap- 
pears below was submitted to the Navy Depart- 
ment and was approved by the Secretary of the 
Navy. It was also cleared with the office of the 
Secretary of Defense. It represents, however, the 
personal views of Admiral Nimitz based upon his 
experience as Commander in Chief of the Pacific 
Fleet during the war and also later as Chief of 
Naval Operations. 





The initiative with respect to the interview was 
entirely that of the editors of U.S. News & World 
Report, who sought an expession of opinion as to 
the relative importance of air power, sea power 
and land power and inquired particularly whether 
the term “war power” might be more fitting here- 
after as a realistic description of unified planning 
and operations. 

Fleet Admiral Nimitz is on duty in an advisory 
capacity in the Twelfth Naval District. 








Q Which do you believe comes first, Admiral 
Nimitz—a strategic concept of the manner in which a 
possible war will be fought on an over-all global basis, 
or else the concept of what each service requires to at- 
tain its own conception of maximum efficiency? In 
other words, is there an over-all concept of strategy 
imbedded in the minds of each of the armed services, 
or is this over-all concept a relatively new approach 
and hence relatively unfamiliar to the leaders of all 
the armed services? 

A The strategic concept should come first and the 
service needs should follow. However, this ideal condi- 
tion is impossible of attainment because each service 
will always have in hand weapons that are the best 
available at the time, and the planning, in its initial 
stages, must take into account those weapons. Stra- 
tegic concepts visualize primarily the employment of 
force at certain times and places without too much 
worry about the kind of tools. The detailed plan- 
ning to carry out strategic concepts has an intimate 
concern with the kinds and numbers of tools and 
supplies. 

There is nothing new in this line of thought. What 
is, perhaps, new to some people is the necessity of 
keeping fluid all concepts and plans. There is no such 
thing as having firm plans laid away in the drawer 
ready for any emergency. Such plans become ob- 
solescent when they are put in the drawer. 

Q In an over-all concept of a possible war, do you 
believe that such a war will be fought on a global 
basis or in a restricted area? 

A It is extremely unlikely that there will ever 
be “global war,” if by that term it is meant that 
all the nations of the globe will be belligerents. There 
will always be many neutrals and quiet areas dur- 
ing any so-called world war. In any world war 


which I can visualize there will be restricted areas of 
great strategic importance and it is in those areas 
where the greatest efforts will be made. It is relative- 
ly simple to foresee those areas which will be of vital 
importance to us in any emergency and therefore it 
becomes possible to frame strategic concept before 
war breaks. 

Q If the assumption that a war will be fought in a 
restricted area is valid, is it safe to build our armed 
services on the hypothesis that this restricted-area idea 
will make unnecessary the preparation for continuous 
defense? In other words, can a nation which may be 
required to fight a war in a restricted area, safely allow 
its armed services to be built on the theory that what 
may be a temporary condition will be a permanent 
condition? 

A If one accepts the idea that nothing is ever per- 
manent and that international situations are always 
fluid, and that planning to meet such situations must 
be kept fluid, then it is not likely that we will build up 
forces to meet a permanent condition. Our greatest 
necessity in this ever-changing world is accurate and 
rapid intelligence of what is going on and correct 
evaluation of that intelligence. 


Deterring Potential Aggressors 


Q Do you regard preparations for national defense 
as related solely to the possible use of such weapons in 
a given war with a particular enemy, or do you regard 
the building up of national defense as a means of dis- 
couraging the building of armaments in areas of the 
world which may at present be peaceful but which 
might become potentially dangerous if there were no 
weapons of defense available to back up diplomatic 
policy? 
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Accurate and rapid intelligence is greatest necessity in changing world— 


Submarines now better than defense, but floating bases continue vital 


and successful—3,000-mile radius is limit for orthodox air bombing 


A I regard the building up of our national defense 
as not only a great deterrent to war with any par- 
ticular enemy, but am convinced it discourages the 
building up of armaments in areas of the world that 
are at present peaceful, but which might become 
potentially dangerous. 

Q Do you assume that in any over-all concept of a 
global war the United States can instantly, or within 
30 days, acquire and man all the bases necessary for 
operations and equip such bases and transport the 
man power to such bases and actually conduct effec- 
tive operations instantaneously? 

A Emphatically no. 

Q If the necessary bases are not immediately avail- 
able for a global war, do you think the United States 
should make arrangements in peacetime and main- 
tain garrisons and bases on the theory that war might 
break out when least expected? 

A In normal peaceful times it will not be possible to 
maintain garrisons and bases for global war in areas 
not under our control, and it may possibly be diplo- 
matically unwise to maintain such bases and garrisons 
in areas under our control, if by such action we 
prejudice the peace of the world. The Joint Chiefs of 
Staff and the armed services should, however, plan to 
set up such bases and garrisons with great rapidity in 
certain areas. 

Today we are not living in a peaceful world and we 
have forces in occupation in certain areas. For the 
safety of those forces and for the conduct of successful 
operations in the event that those forces are attacked, 
or if war should come, we should strengthen our posi- 
tions in various areas, where such action will outweigh 
the unfavorable impressions created. We Americans 
believe we are a peaceful and peace-loving people and 
that all our moves are for the purpose of creating con- 

ditions for world peace. Our prominent position in the 
forefront of nations imposes on us a real responsibility 
for timely action to preserve peace and stability. These 
facts must be kept in mind in considering possible 
action. 


Can Bases Be Prepared in Advance? 


Q If bases are necessary in foreign countries and 
must be permanently garrisoned, do you believe that 
the United States is in a position to assure itself of 
such bases in adequate numbers in advance? 

A In line with the thinking in the answer to the 
previous question, I do not believe that the United 
States is in a position to assure itself of bases in foreign 
countries in adequate numbers in advance. 

Q In view of the fact that naval vessels have been 


suggested as floating bases, do you think that the new 
developments with respect to submarines are such that 
the floating bases would be more vulnerable in future 
wars than they have been in the past? 

A Technological development of submarines is 
presently well in advance of antisubmarine warfare 
development. And the present-day vulnerability of 
floating bases exceeds that of World War II. But be- 
cause this situation obtains today, it does not neces- 
sarily follow that this balance in favor of the sub- 
marine will be projected in the same ratio “in future 
wars.” Neither does it follow that technological im- 
provement in submarines has increased the vulner- 
ability of floating bases beyond the point of accept- 
able calculated risk. 

Tremendous research and development effort is be- 
ing devoted to this problem, which is admittedly a 
serious one. But while we do not expect the scientists 
to pull any rabbits out of hats for’ us, we do expect 
current and future effort to decrease the present mar- 
gin which has been attained by modern submarines. 
In my opinion, floating bases will be as much a part 
of any future war as was the case in World War II. 


Proof at Okinawa 


Q What is your impression as to the value of these 
floating bases in past wars? Has the submarine attack 
interfered seriously with the operation of these float- 
ing bases heretofore? 

A The curve of the value of floating bases has risen 
steadily as the technique of their utilization has im- 
proved. The peak of attainment in this field was the 
Okinawa operation, where our great mobile base was 
of inestimable value. I cannot visualize the conduct 
of that operation at more than a fraction of the effi- 
ciency which was attained, had we been dependent 
upon a fixed base, such as Guam. Neither submarine 
nor air attack interfered seriously with the high opera- 
tional efficiency of our forces. 

Q In an over-all concept of global strategy do you 
visualize the Pacific as playing no part, or a little part, 
or a major part in any global operations? 

A In an over-all concept of global strategy the Pa- 
cific will play an important part in any operations in 
the next few years but that part will be secondary to 
the importance of the Mediterranean Sea and the 
Atlantic Ocean. China and Southeast Asia, including 
the Netherlands East Indies, are bound to be tre- 
mendously important in any world-wide peace plan, 
and for that reason the Western Pacific will be very 
important. However, the situation in the Middle East 

(Continued on page 34) 
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and in Western Europe will be of the greatest im- 
mediate importance and will require most of our at- 
tention and resources. This is not unlike the situation 
in World War II, when the European theater was the 
primary problem. 

The foregoing comments are made on the basis of 
military considerations. Naturally, any concept of 
global strategy would always be influenced by po- 
litical factors, as well. Since the latter are beyond the 
purview of the Military Establishment, I shall not at- 
tempt to develop or to integrate such factors with the 
military considerations. A complete answer to your 
question would require evaluation of all factors. 


Defense in the Pacific 


Q Considering the possible points from which the 
United States may be attacked, do you consider that 
it would be the theoretical obligation of the armed 
services of the United States to render useless any 
fixed bases in the Far Pacific which might be used 
for attack against the United States? 

A Excluding possible bases on the Asiatic mainland, 
I think that the United States can hold as useful any 
bases now under our control in the Pacific in the event 
of hostilities in the near future. I think it would be 
necessary and possible for the United States to render 
useless any enemy bases in the far Western Pacific 
which might threaten the United States. 

Q Could such attacks on fixed bases in the Far 
Pacific be conducted from bases in the United States 
and Hawaii and the various islands in the Pacific, and 
if so, do you believe the lines of communication for 
supplies and man power to be used at our own fixed 
bases can be protected against hostile submarines? 

A The answer is “‘yes’’ to all the questions. 

Q If the theory of floating bases is correct, would 
you restrict their use solely to the nearest point from 
which a hostile power might be attacked in the 
Atlantic or would you feel that floating bases are de- 
sirable for attack on a hostile power from other oceans 
such as the Pacific? 

A I am convinced that floating bases are necessary 
and practicable and I would not restrict their use at 
all. 


Planes’ Fuel vs. Bomb Load 


Q Do you think that sustained attack, such as was 
possible during the European war and in the Pacific, 
could be accomplished by air operations in excess of 
3,000 miles, involving a round trip of 6,000 miles? 

A If war came in the near future I do not believe it 
to be practicable to use orthodox bombs in the quan- 
tities necessary to inflict important damage on mili- 
tary objectives by air operations in excess of 3,000 
miles, involving a round trip of 6,000 miles. Farther 
into the future, though greater operating radii may 
be technically feasible, there is always the matter 
of greatly increased fuel requirements for our air- 


craft. In general, it is always less costly and more 
efficient to operate aircraft from advanced bases, 
thereby increasing the ratio of bombs to fuel to the 
maximum, while decreasing fuel consumption to the 
minimum. 

Q If you do not believe that sustained operations 
can be maintained at long distances, then do you be- 
lieve that fixed bases at relatively close proximity to 
enemy countries will have to be maintained and will 
have to be supplied over long sea lines of communica- 
tion? 

A Yes. 

Q Assuming the liquidation of fixed bases in enemy 
countries, do you believe that amphibious operations 
will be necessary in order to combat land armies 
which may defend the invasion of such countries? 

A Yes. Amphibious operations may be necessary to 
secure a foothold on an enemy shore, whether his bases 
have been liquidated or not. 

Q What role do you believe will be played by 
amphibious troops and land armies in the operations 
subsequent to air bombing? 

A Same roles as in last war. 

Q With the concept that prevails among the Ameri- 
can people concerning the saving of human life, do 
you believe that it will be possible to force the sur- 
render of any country with a large terrain merely by 
rendering inoperative its industrial plants? To put it 
another way, do you think that future wars will re- 
quire the actual defeat of land armies in countries 
where there are large areas in which such armies may 
operate? 

A An enemy might surrender before actual invasion 
as did Japan—by reason of inoperative industrial 
plants, whether its terrain is large or small. I believe 
an enemy might be defeated without actual invasion, 
but I am sure an army of occupation will be necessary 
in any event to ensure gaining the war’s objectives. 


Value of Task Force 


Q Do you visualize the defense setup of the United 
States as requiring a rigid or compartmental approach 
or do you think of the problems of defense as being 
solved best by the principle of the task force? How 
do you think the analogy of the task force as it oper- 
ated in the last war could be applied to future oper- 
ations in a possible war? 

A I believe the problems of defense can best be 
solved by using the “task force” principle. Each serv- 
ice has well-defined roles and functions and should 
be organized and trained so that its component parts 
can carry out its functions. If the task in hand falls 
completely within the ability of one service to handle 
it, a single service should be designated to do the 
job. 

However, many, if not most, of the jobs to be done 
outside our continental limits are beyond the capacity 
of one service to handle unaided. A task force should 
then be organized to consist of all essential com- 
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ponents, selecting as necessary from each service the 
component best fitted for the job. There should be se- 
lected a task force commander from one of the services 
and he should be provided with a joint staff (from all 
the services) of his own choosing and his directive 
from the Joint Chiefs of Staff should be specific as to 
his authority, responsibility and theater of action. This 
follows the best experience of World War II. 


A Democracy Never Fully Ready 


Q How do you distinguish between the necessities 
of an actual set of operations of our armed services 
and the tools or weapons needed by the armed services 
for all manner of contingencies that might arise during 
awar? By this is meant an explanation of the differ- 
ence between the setup of a functional nature to op- 
erate with the tools already provided and the concepts 
that should govern the actual procurement before- 
hand of materials and man power for potential 
emergencies of all kinds. 

A The necessities of an actual set of operations 
should determine the kind and number of the tools or 
weapons, and it has been the practice of the services 
to visualize far in advance the prospective operations 
and to determine the kinds and numbers of weapons 
necessary. However, due to many causes, the produc- 
tion of new weapons does not always keep pace with 
planning and it becomes necessary to do the best we 
can with weapons available. Furthermore, the enemy 
may set up unforeseen obstacles or uncover new 
weapons, which will require special weapons and 
tactics. 

All of this is another way of saying that we, as a 
democracy, are never completely ready with plans, 
tactics or weapons because, unlike the aggressor na- 
tion, we cannot peak our readiness for a predetermined 
date; therefore, we must always expect that much will 
need to be done hurriedly, after war breaks. A realiza- 
tion of this makes it of tremendous importance to have 
a large supply of critical materials and to have a 
healthy industry in all fields. This may well be safer 
than to have amassed a huge supply of tools or 
weapons that may become obsolete shortly after war 
starts. 


Deciding on Weapons and Men 


Q Assuming that the Joint Chiefs of Staff would 
control and decide all questions of actual operations 
in a war, to whom should be entrusted the problem of 
deciding what tools or weapons or man power shall be 
supplied in advance to the different branches and 
units of the armed services? 

A Each service, with its specialists, is best qualified 
to determine the kind of tools it should have to carry 
out its traditional functions. The Joint Chiefs of Staff 
Should exercise supervision of the numbers of such 
tools and the man power needed. If the Joint Chiefs of 
Staff fail to agree on numbers and man power, the 





Secretary of Defense and/or the President should 
make the decisions promptly and the Joint Chiefs of 
Staff and the services can be expected to conform at 
once. 

It is unreasonable to expect the Joint Chiefs of Staff 
to be unanimous in all matters and it is for this pur- 
pose that the National Security Act of 1947 set up the 
Secretary of Defense as a source of decision. Under 
the Constitution the power of décision and the fipal 
responsibility therefor has always been in the Presi- 
dent as the Commander in Chief. 

Q What do you think of the term “war power” as 
a substitute for the terms “sea power,’ “land power” 
and “air power,’ which have been in common use 
recently? 

A “War power” would be an acceptable composite 
term to connote “sea power,” “land power” and “air 
power” in the broadest sense of these latter terms. But 
each of these three components means a great deal 
more than is generally understood by the reading pub- 
lic and, therefore, careful definition of the full scope 
of the term “war power” would be required. 

For instance, “sea power’ means more than com- 
batant ships and naval aviation. It includes the sup- 
porting forces, the merchant marine, the shipbuilding 
industry, a large segment of the aviation industry, 
bases, harbor facilities, etc.—in fact, a substantial part 
of the economic, industrial and agricultural complex 
of the country. It reaches its greatest effectiveness 
when the entire country is united spiritually and 
morally behind the issues which are to be supported 
by our “sea power.” Similar broad connotations are 
implied by the terms “land power” and “air power.” 


What ‘War Power’ Means 


Q Do you believe that the concept “war power” 
could be adopted as meaning maximum use of all 
facilities of the armed services, applying in one theater 
of war those weapons which are most effective, and in 
another theater of wai’ perhaps another group of 
weapons or units, as the case may be? 

A Yes—but, as I indicated in my reply to the 
previous question, “war power” encompasses far more 
than the facilities of the armed services. It is the of- 
fensive power of the nation. 

Q Do you believe that the maximum amount of 
preparation by each armed service, in order to serve 
an over-all concept, constitutes the best approach to 
the effective use of “war power’’? 

A Yes, together with the co-ordinated assistance 
and support of all departments and agencies con- 
cerned. Never overlook the vital contribution of 
agencies such as the Research and Development 
Board, the Munitions Board, the National Security 
Council, the Central Intelligence Agency, the National 
Security Resources Board, etc. And in the last 
analysis, never forget that without the wholehearted 
support of the American people, our maximum of 
“war power” can never be attained. 





JANUARY 28, 1949 





















TEXTS: Statements, Speeches 








~a* Reg. Appd. for U.S. Pat. Off. 


PROGRAM FOR PEACE AND FREEDOM 


President Truman’‘s Inaugural Statement of Faith 


(Following is full text of Harry S. Truman‘’s inaugural address, 
Jan. 20, 1949.) 


Mr. Vice President, Mr. Chief Justice, and fellow citizens: 


I accept with humility the honor which the American peo- 
ple have conferred upon me. I accept it with a deep resolve 
to do all that I can for the welfare of this nation and for the 

eace of the world. 

In performing the duties of my office, I need the help and 
prayers of every one of you. I ask for your encouragement and 
your support, The tasks we face are difficult, and we can 
accomplish them only if we work together. 

Each period of our national history has had its special 
challenges, Those that confront us now are as momentous as 
any in the past. Today marks the beginning not only of a new 
Administration, but of a period that will be eventful, per- 
haps decisive, for us and for the world. 

It may be our lot to experience, and in large measure to 
bring about, a major turning point in the long history of the 
human race. The first half of this century has been marked 
by unprecedented and brutal attacks on the rights of man, and 
by the two most frightful wars in history. The supreme need 
of our time is for men to learn to live together in peace and 
harmony. 

The peoples of the earth face the future with grave uncer- 
tainty, composed almost equally of great hopes and great 
fears, In this time of doubt, they look to the United States 
as never before-for good will, strength and wise leadership. 

It is fitting, therefore, that we take this occasion to pro- 
claim to the world the essential principles of the faith by which 
we live, and to declare our aims to all peoples. 

The American people stand firm in.the faith which has in- 
spired this nation from the beginning. We believe that all 
men have a right to equal justice under law and equal op- 
portunity to share in the common good. We believe that all 
men have the right to freedom of thought and expression, We 
believe that all men are created equal because they are created 
in the image of God. 

From this faith we will not be moved. 

The American people desire, and are determined to work 
for, a world in which all nations and all peoples are free to 
govern themselves as they see fit and to achieve-a decent and 
satisfying life. Above all else, our people desire, and are deter- 
mined to work for, peace on earth—a just and lasting peace— 
based on genuine agreement freely arrived at by equals. 

In the pursuit of these aims, the U. S. and other like-minded 
nations find themselves directly opposed by a regime with 
contrary aims and a totally different concept of life. 

That regime adheres to a false philosophy which purports 
to offer freedom, security and greater opportunity to man- 
kind. Misled by this philosophy, many peoples have sacrificed 
their liberties only to learn to their sorrow that deceit and 
mockery, poverty and tyranny, are their reward. 

That false philosophy is Communism. 

Communism is based on the belief that man is so weak and 
inadequate that he is unable to govern himself, and there- 
fore requires the rule of strong masters, 
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Democracy is based on the conviction that man has the 
moral and intellectual capacity, as well as the inalienable 
right, to govern himself with reason and justice. 

Communism subjects the individual to arrest without lawful 
cause, punishment without trial, and forced labor as the chat- 
tel of the state. It decrees what information he shall reccive, 
what art he shall produce, what leaders he shall follow and 
what thoughts he shall think, 

Democracy maintains that government is established for 
the benefit of the individual, and is charged with the responsi- 
bility of protecting the rights of the individual and his freedom 
in the exercise of his abilities. 

Communism maintains that social wrongs can be corrected 
only by violence. 

Democracy has proved that social justice can be achieved 
through peaceful change. 

Communism holds that the world is so deeply divided into 
opposing classes that war is inevitable. 

Democracy holds that free nations can settle differences 
justly and maintain lasting peace. 

These differences between Communism and democracy do 
not concern the United States alone. People everywhere are 
coming to realize that what is involved is material well-being, 
human dignity and the right to believe in and worship God. 

I state these differences, not to draw issues of belief as 
such, but because the actions resulting from the Communist 
philosophy are a threat to the efforts of free nations to bring 
about world recovery and lasting peace. 

Since the end of hostilities, the United-States has invested 
its substance and its energy in a great constructive effort to 
restore peace, stability and freedom to the world. 

We have sought no territory and we have imposed our will 
on none, We have asked for no privileges we would not ex- 
tend to others. 

We have constantly and vigorously supported the United 
Nations and related agencies as a means of applying democrat- 
ic principles to international relations. We have consistently 
advocated and relied upon peaceful settlement of disputes 
among nations, 

We have made every effort to secure agreement on effective 
international control of our most powerful weapon, and we 
have worked steadily for the limitation and control of all 
armaments, 

We have encouraged, by precept and example, the expan- 
sion of world trade on a sound and fair basis. 

Almost a year ago, in company with sixteen free nations 
of Europe, we launched the greatest co-operative economic 
program in history, The purpose of that unprecedented ef- 
fort is to invigorate and strengthen democracy in Europe, so 
that the free people of that continent can resume their right- 
ful place in the forefront of civilization and can contribute 
once more to the security and welfare of the world. 

Our efforts have brought new hope to all mankind. We 
have beaten back despair and defeatism. We have saved a 
number of countries from losing their liberty, Hundreds of 
millions of people all over the world now agree with us, that 
we need not have war—that we can have peace. 
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The initiative is ours. 
We are moving on with other nations to build an even 
gronger structure of international order and justice, We shall 
have as our partners countries which, no longer solely con- 
cemed with the problem of national survival, are now working 
to improve the standards of living of all their people. We are 
ready to undertake new projects to strengthen the free world. 
In the coming years, our program for peace and freedom 
will emphasize four major courses of action. 

First, we will continue to give unfaltering support to the 
U.N. and related agencies, and we‘will continue to search for 
ways to strengthen their authority and increase their eftective- 
ness. We believe that the U. N. will be strengthened by the 
new nations which are being formed in lands now advancing 
toward self-government under democratic principles. 

Second, we will continue our programs for world economic 
recovery. 

This means, first of all, that we must keep our full weight 
behind the European Recovery Program, We are confident of 
the success of this major venture in world recovery. We believe 
that our partners in this effort will achieve the status of self- 
supporting nations once again. 

In addition, we must carry out our plans for reducing the 
barriers to world trade and increasing its volume, Economic 
recovery and peace itself depend on increased world trade. 

Third, we will strengthen freedom-loving nations against 
the dangers of aggression. 

We are now working out with a number of countries a joint 
agreement designed to strengthen the security of the North 
Atlantic area, Such an agreement would take the form of a 
collective defense arrangement within the terms of the United 
Nations Charter. 

We have already established such a defense pact for the 
Western Hemisphere by the treaty of Rio de Janeiro, 

The primary purpose of these agreements is to provide un- 
mistakable proof of the joint determination of the free coun- 
tries to resist armed attack from any quarter, Each country 
participating in these arrangements must contribute all it 
can to the common defense. 

If we can make it sufficiently clear, in advance, that any 
armed attack affecting our national security would be met 
with overwhelming force, the armed attack might never occur, 

I hope soon to send to the Senate a treaty respecting the 
North Atlantic security plan. 

In addition, we will provide military advice and equipment 
to free nations which will co-operate with us in the mainte- 
nance of peace and security. 

Fourth, we must embark on a bold new program for mak- 
ing the benefits of our scientific advances and industrial prog- 
ress available for the improvement and growth of under- 
developed areas. 

More than half the people of the world are living in con- 
ditions approaching misery, Their food is inadequate. They 
are victims of disease. Their economic life is primitive and 
stagnant. Their poverty is a handicap and a threat both to 
them and to more prosperous areas, 

For the first time in history, humanity possesses the knowl- 
edge and the skill to relieve the suffering of these people. 

The U. S. is pre-eminent among nations in the development 
of industrial and scientific techniques. The material resources 
which we can afford to use for the assistance of other peoples 
are limited. But our imponderable resources in technical knowl- 
edge are constantly growing and are inexhaustible. 

I believe that we should make available to peace-loving 
peoples the benefits of our store of technical knowledge in 
order to help them realize their aspirations for a better life. 
And, in co-operation with other nations, we should foster capi- 
tal investment in areas needing development. 

Our aim should be to help the free peoples of the world, 
through their own efforts, to produce more food, more cloth- 
ing, more materials for housing, and more mechanical power 
to lighten their burdens. 











We invite other countries to pool their technological re- 
sources in this undertaking. Their contributions will be warmly 
welcomed, This should be a co-operative enterprise in which 
all nations work together through the United Nations and its 
specialized agencies wherever practicable. It must be a world- 
wide effort for the achievement of peace, plenty and freedom. 

With the co-operation of business, private capital, agricul- 
ture and labor in this country, this program can greatly in- 
crease the industrial activity in other nations and can raise 
substantially their standards of living. 

Such new economic developments must be devised and con- 
trolled to benefit the peoples of the areas in which they are 
established. Guarantees to the investor must be balanced by 
guarantees in the interest of the people whose resources and 
whose labor go into these developments. 

The old imperialism—exploitation for foreign profit—has no 
place in our plans. What we envisage is a program of develop- 
ment based on the concepts of democratic fair dealing. 

All countries, including our own, will greatly benefit from 
a constructive program for the better use of the world’s human 
and natural resources, Experience shows that our commerce 
with other countries expands as they progress industrially and 
economically, 

Greater production is the key to prosperity and peace, And 
the key to greater production is a wider and more vigorous 
application of modern scientific and technical knowledge. 

Only by helping the least fortunate of its members to help 
themselves can the human family achieve the decent, satisfy- 
ing life that is the right of all people. 

Democracy alone can supply the vitalizing force to stir the 
peoples of the world into triumphant action, not only against 
their human oppressors, but also against their ancient ene- 
mies—hunger, misery and despair. 

On the basis of these four major courses of action we hope 
to help create the conditions that will lead eventually to per- 
sonal freedom and happiness for all mankind. 

If we are to be successful in carrying out these policies, it 
is clear that we must have continued prosperity in this coun- 
try and we must keep ourselves strong. 

Slowly but surely we are weaving a world fabric of in- 
ternational security and growing prosperity. 

We are aided by all who wish to live in freedom from fear 
—even by those who live today in fear under their own gov- 
ernments, 

We are aided by all who want relief from the lies of prop- 
aganda—who desire truth and sincerity. 

We are aided by all who desire self-government and a voice 
in deciding their own affairs. 

We are aided by all who long for economic security—for the 
security and abundance that men in free societies can enjoy. 

We are aided by all who desire freedom of speech, free- 
dom of religion and freedom to live their own lives for use- 
ful ends. 

Our allies are the millions who hunger and thirst after 
righteousness, 

In due time, as our stability becomes manifest, as more and 
more nations come to know the benefits of democracy and to 
participate in growing abundance, I believe that those coun- 
tries which now oppose us will abandon their delusions and 
join with the free nations of the world in a just settlement of 
international differences, 

Events have brought our American democracy to new in- 
fluence and new responsibilities. They will test our courage, 
our devotion to duty and our concept of liberty. 

But I say to all men, what we have achieved in liberty, we 
will surpass in greater liberty. 

Steadfast in our faith in the Almighty, we will advance 
toward a world where man’s freedom is secure. 

To that end we will devote our strength, our resources 
and our firmness of resolve. With God’s help, the future of 
mankind will be assured in a world of justice, harmony and 
peace. 
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Federal Security Chief Ewing, Expert in Politics 
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and Sociology, 


Would Dispense Increased Aid as Head of Proposed Department 


> Oscar R. Ewing is moving into a cen- 
tral spot for politics and also for be- 
strewing the nation with Government 
benefit checks. Mr. Ewing, a pleasant, 
bustling lawyer and politician turned 
sociologist, heads the Federal Security 
Agency. 

The business of FSA already includes 
old-age pensions, unemployment com- 
pensation, assistance to the needy aged, 
public-health work, aids to education, 
child welfare and the supervision of 
several Government institutions, includ- 
ing a hospital for the mentally ill, St. 
Elizabeth’s. With all this, the scope of 
FSA’s handiwork is to be enlarged. 

President Truman and Mr. Ewing 
both want bigger payments to go to more 
people, at a cost of additional millions 
in taxes, They want new groups brought 
under old-age pension coverage. They 
want to expand the health, educational 
and children’s programs. And they are 
backing a plan for national health in- 
surance, under which the Government 
would pay the doctor’s bill and collect 
taxes to cover it. 

On top of this, the President and his 
FSA Administrator want to give FSA 
full departmental and Cabinet status. 
The new Cabinet member, of course; 
would be Mr. Ewing. If their plans work 
out, he would be dealing out billions for 
aid to perhaps as many as 125,000,000 
people, with a lot of votes involved. 

Naturally, objections are expected. 
Many Republicans like neither the pro- 
gram nor the prospect that a man of Mr. 
Ewing’s demonstrated political acute- 
ness would be in charge of it. They fear 
the possible effect on future elections. 

In any event, the row over the whole 
subject now is warming up. At the 
center of the storm stands the chunky, 
often defiant figure of Mr. Ewing. 

The Administrator, as a lawyer, has 
represented many conservative, big-busi- 
ness clients, and also has plumped for 
the New Deal and all Mr. Truman’s 
“Fair Deal” variations and additions. 

He has been in politics more than 40 
years, but never has run for office. In- 
stead, he has been an effective back- 
ground operator, adroit at unsnarling 
political tangles for both Franklin D. 
Roosevelt and Mr. Truman. The intensity 
of his political interests have never been 
concealed, however. It is in the open to 
the point of having addressed last sum- 
mers Democratic National Convention. 

In spite of Mr. Ewing’s political nim- 
bleness, even his opponents are ready to 
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credit him with integrity, conscientious- 
ness, and a deeply sincere bélief in the 
causes he advocates, They consider him 
a strong and resourceful foe. His feel- 
ing for the underdogs is profound; he 
began as one of them. 

As Federal Security Administrator, Mr. 
Ewing has sought to unify the programs 
that were lumped under his agency and 
give them a steer into the future. Where 
other heads of agencies have quailed at 
hot Republican blasts against “bureau- 
crats,” Mr. Ewing always was and is 
ready for a fight. He talks back, firmly. 

His attitudes were shaped in the course 





FEDERAL SECURITY ADMINISTRATOR EWING 


After law school, Mr. Ewing was drawn 
to social work, but deterred by one thing: 
He couldn’t get a job in that field. So he 
organized a law firm in Indianapolis and 
it prospered on railroad accounts. He 
left to go to war in 1917 and emerged 
a captain in the air service. j 

He moved to New York and became 
associated with the firm of Charles Evans 
Hughes, then between two periods on 
the Supreme Court. In 1937, he organ- 
ized another firm with Charles Evans 
Hughes, Jr., the Chief Justice’s son. Mr. 
Ewing became the firm’s Washington 
specialist, and his already well-developed 





—FSA 


From law to politics to sociology 


of a career that has had three phases and 
now is in its fourth. 

As a youngster in Greensburg, Ind., 
he early acquired a bent for the law. His 
boyhood, while not one of want, was 
far short of luxurious. 

“My Dad ran a store in town and we 
lived on a farm, but I was always hang- 
ing around the courthouse,” he says. 

He worked his way through Indiana 
University, where Wendell L. Willkie 
was a fraternity brother. In college; he 
read the philosophers and, with even 
greater interest, the sociologists. Still 
working, he went through Harvard Law 
School. There, with Robert A. Taft and 
Owen Brewster, now Republican Sen- 
ators, he helped edit the Harvard Law 
Review. They are good friends, but never 
did see things exactly alike. 


political contacts were, of course, no 
detriment. He took time out, however. 
to accept assignments as a special as- 
sistant to the Attorney General. On these 
jobs, he successfully prosecuted William 
Dudley Pelley of the Silver Shirts for 
sedition and Douglas Chandler and Rob- 
ert Best, who had been making Nazi 
broadcasts, for treason. 

As a politician, Mr. Ewing began 
early. In 1905, at the age of 16, he was 
secretary of his Democratic County 
Committee in Indiana. He dug in quickly 
in New York. By 1940, he was Assistant 
Chairman of the Democratic National 
Committee and, for several months, 
after the Democrats’ disaster in the elec- 
tion of 1946, served as acting party 
Chairman. 

But his usefulness was in special as- 
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signments. Friendly and persuasive, Mr. 
Ewing is credited largely with such 
things as arranging the New Deal mar- 
riage of Minnesota Democrats and 
Farmer-Laborites, and with helping to 
convince Wisconsin Democrats they 
should support Robert M. La Follette, 
Ir, for the Senate. And he always was 
effective at raising campaign funds. 

Last year, he clung doggedly to Mr. 
Truman. When the President went west 
late in the spring on his “nonpolitical” 
tour, Mr. Ewing was his advance agent. 
Besides addressing the National Con- 
vention, Mr. Ewing worked hard to 
smooth the way for Mr. Truman’s nomi- 
nation, and he was busy in many ways 
during the campaign. 

As Security Administrator, Mr. 
Ewing campaigned from the start for 
the expansions he and Mr. Truman now 
are urging. He sees all his programs as 
closely linked and aimed at one goal. 

“For instance,” he explains, “you start 
digging into a problem of old-age security 
and you run plump into one of medical 
research or hospital expansion.” 

Similarly, he adds, education and child- 
health factors go together, disability in- 
surance involves problems of caring for 
chronic invalids. He goes on to say: 

“We are working in one field. We have 
one objective . . . And, to the extent that 
we think of health, education and social 
and economic security as separate prob- 
lems, we fail to get the maximum results 
in any of them.” 

In FSA, Mr, Ewing has run into some 
problems of a personal nature, Republi- 
cans pounced when they learned that he 
was bringing in a cook from St. Eliza- 
beth’s to prepare his lunch. They were 
unimpressed at his explanation that “eat- 
ing in” enabled him to continue staff con- 
ferences that otherwise would have to be 
interrupted, and so made for efficiency. 
Comptroller General Lindsay Warren 
ordered the practice discontinued. There 
were objections when the famous Dr. 
Thomas Parran was not reappointed head 
of the Public Health Service, and John 
W. Studebaker, resigning as Commis- 
sioner of Education, accused him of 
censorship, but these furors have died 
down. 

For the present, Mr. Ewing’s major 
crusade is for the health-insurance pro- 
gram. He has taken on the potent Amer- 
ican Medical Association in this fight, 
and denounces it as a “doctors’ lobby.” 

Nearing 60, Mr. Ewing is a formida- 
ble champion of his principles, and those 
who oppose him are quick to concede 
that fact. There may not be much effec- 
tive opposition to creating the new De- 
partment. Senator Taft, for one, is for 
the idea. But there may be objection, in 
some quarters, to Mr. Ewing. While he 
sees Social Security as an expanding 
force for social betterment, his foes con- 
tend it also is aimed at improving the 
lot of the Democratic Party. 
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THE OLD-AGE PENSION: MR. EWING SEES ONE GOAL FOR HIS PROGRAMS 
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A NUMBER FOR EVERYONE: TAKING CARE OF PEOPLE IS BIG BUSINESS 


if the plans work out—new billions for new millions 
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(This article represents the result of an 








Special Report. 


New homes at cheap rent for 
low-income families are planned 
now. Public housing is set to rise 
as private building slows. 

Go-ahead signal from Con- 
gress, if it comes, will finance 
150,000 dwellings a year for 
seven years. If means low-rent 
homes for 1,000,000. Veterans 
are to get the first choice. 

Cost to taxpayers might go to 
$16,000,000,000, or higher. 


At a time when private construction 
of dwellings is tending to slow some- 
what, Government is getting set to 
move in with public housing to take 
up the slack. Public housing, when it 
comes, is to be paid for with a rent 
subsidy provided by U.S. taxpayers. 
It is to be on a scale ten times that of 
the prewar program. 

The rental subsidy called for by plans 
offered to Congress could cost a maximum 
of $16,000,000,000, to be paid over 44 
years, Future Congresses could increase 
that amount, As planned, however, the 
intent is to subsidize construction. of 
150,000 dwelling units each year for 
seven years, President Truman could in- 
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SUBSIDY FOR 1,000,000 HOMES 


Federal Program Would Provide Low Rents 


crease the number in any one year to 
250,000 units—or 27 per cent of the 
number actually built by private con- 
tractors in 1948, After 1,050,000 units 
have been provided, over the seven years, 
another program might be devised. 
Low-income families are to be the 
beneficiaries of the subsidy, More than 
1,000,000 families would get homes at 
rents well below the market rates, And 
the Government would pay as much as 
$32 a month per unit to help make up the 
difference between these low rents and 
the amounts needed to pay for building 
and operating the dwellings. The rent 
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subsidy, on present public housing units 
built in prewar New Deal years, has been 
limited to $11.75 a month, on the avy- 
erage. Cities, too, will continue to pay an 
additional subsidy on public housing. 

Success or failure of the plan, if it is 
approved, relates to what the communi- 
ties are prepared to do. It is the cities 
that will have to buy sites, contract with 
private builders to construct the homes, 
and then own and operate the develop- 
ments. To do that, a city will have to 
borrow heavily, then commit itsel{ to 
pay a subsidy for 40 years. The city must 
operate its own local housing authority 
at some cost, too. 

Past experience, and current plans of 
the cities, indicate what is likely to come 
of any plan that is adopted, how it would 
work out in practice. 

Public housing developments are ex- 
pected to appear in hundreds of acddi- 
tional cities, large and small, if the plan 
goes through. Authority for the local 
housing agencies that would own the 
projects already exists in every State 
except Utah, Wyoming, Oklahoma, Iowa, 
Kansas, Maine and South Dakota. More 
than 600 of these housing authorities 
already are established, as a result of the 
relatively small prewar program. Hun- 
dreds of others probably are to be set up 
quickly if Congress provides more billions 
for such projects. 

The 100,000 public housing units al- 
ready occupied by low-income families 
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—Castens 
WHEN CONSTRUCTION SLOWS 
. .. a Government spur? 


are spread all over the country. There 
are 341 developments in 37 States and 
the District of Columbia. These devel- 
opments range in size from a five-unit 
project in Mississippi and a 28-unit de- 
velopment in Twin Falls, Idaho, to proj- 
ects of 1,200 to 3,000 units in Tacoma, 
Detroit, Chicago, New York and Bridge- 
port. Small communities have gotten a 
share. More than 40 per cent of the 
developments are in cities of less than 
50,000 population. 

In addition, dozens of new develop- 
ments, planned to include 25,000 more 
dwellings, are ready to go, once Congress 
approves more billions of federal aid. 
These are projects that have been de- 
ferred because cost limits set by Congress 
are too low to permit building at present 
high costs. To remedy that, it is planned 
to set new limits as high as $2,500 per 
room. As a result, officials expect deferred 
projects will get under way quickly, and 
hundreds of others will be started, if 
Congress adopts a new program. 

Cost of any new public housing is to 
be far higher than it was under the pre- 
war program. Public dwellings now oc- 
cupied cost about $4,400 each, on the 
average. Future units are to cost at 
least $8,500, unless building costs drop 
considerably. That means a total expen- 
diture of at least $8,500,000,000 for the 
seven-year. program. 

Financing of the program, according 
to plan, is to be done locally. Bonds that 
would be issued by local housing author- 
ities are designed to be so attractive that 
officials hope private investors will com- 
pete strongly for all issues. To encourage 
private capital, the entire $16,000,000,- 
000 federal subsidy would be pledged to 
back up those securities. To make sure 
that cash is available, however, the plan 
is to give the U.S. Public Housing 
Authority a  $1,500,000,000 lending 
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.this time, 


authority to provide funds that private 
investors fail to lend. 

Rents to be charged in public dwell- 
ings—new or old—will be well below the 
market. To get any federal aid, in fact, 
a city must prove its low-income families 
are unable to get decent housing at rents 
they can pay. Specifically, there must be 
a 20 per cent gap between the highest 
rents in any new development and the 
lowest at which decent housing is avail- 
able from private landlords. 

How that works out in practice is 
shown by the record. Average monthly 
rent for 690 units in the Yesler Terrace 
development in Seattle was $28.08 in 
1947. Average income of the families in 
those dwellings was $1,360 a year. In 
the Gateway Gardens development in 
Kokomo, Ind., that year, rents averaged 
$37.50, with all utilities paid. Families 
subsidized in those homes had incomes 
averaging $1,525 a year. In Meridian, 
Miss., the 89 families living in Highway 
Village paid a monthly rent of $22.30. 
That represented just 20 per cent of the 
average incomes of those families. 

Average monthly rent for public hous- 
ing recently has been about $32, in- 
cluding all utilities. But that level, at a 
time of generally high incomes, is well 
above the average for the 11 years that 
public housing has been available. In 
1940, for example, the average rent was 
under $18 a month. Rents, thus, can be 
counted on to fluctuate widely over good 
years and bad. 

Subsidy payments, as a result, will 
fluctuate widely, too. In good years, when 
incomes are high and even low-income 
families can afford relatively larger rents, 
Government pays a smaller subsidy. At 
the U.S. subsidy in a high- 
income period is about $3 a month per 
unit. Subsidies paid by cities, in the form 
of tax exemptions for development prop- 
erties, have been about $6.45 per unit, 
on the average. 

In depression years, the subsidy paid 
by taxpayers is to run far higher than 
that. It is recalled that before the war 
the average rent subsidy was consider- 
ably more than the current $3 per unit 
each month. The average since 1937 has 
been $7.25 a month. 

Any public housing that is to be built 
now will be subsidized at much higher 
rates. High cost of building will mean 
greater amortization costs over the next 
44 years. Rents that low-income families 
can pay will leave a big gap between 
revenues and actual costs, particularly 
in ‘depression or recession years. Result 
is that any future subsidies are expected 
to average nearly $20 per unit each 
month, over good years and bad. In any 
depression vear, the average under the 
new plan could reach $30 a month. 

Incomes that will be allowed as a 
basis for acceptance of families in public 
housing will depend upon the rents that 
are being charged, will fluctuate over the 
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Maten a progressive railroad against a mountain . “& 
and the mountain loses. Tip Top, the second highest 
point in Missouri, bluffed pioneer road builders into taking 
the long way ’round. 


Now, Missouri Pacific engineers have blasted and bulldozed 
two mile-long cuts, each as straight as a draftsman’s rule, 
through the mountain. 

That’s why Missouri Pacific travelers and shippers enjoy a 
straighter, faster route to the South and Southwest. The Tip 
Top Mountain project is only one of many Missouri Pacific 
improvements to make travel swifter and more comfortable. 
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years. To be eligible, a family cannot 
have an income more than five times the 
monthly rent of the housing unit it oc- 
cupies, At this time, for example, a fam- 
ily cannot move into the average public 
housing unit if its income is much more 
than $1,900 a vear, Families admitted to 
these dwellings in 1947 had _ incomes 
averaging $1,382, That was in a period of 
high rents and high incomes, Over the 
years, families in these dwellings have 
had incomes averaging less than $1,000 
a year when they moved in, 

Rise in incomes generally has boosted 
the pay of public housing occupants, too, 
Today, the average income of these fam- 
ilies is well over $1,800. Many have in- 
comes considerably higher than that and, 
thus, are technically ineligible for the 
housing they actually occupy. One out of 
every five public-housing families, in 
fact, was ineligible for the housing it oc- 
cupied last April. 

Eviction of high-income families from 
public housing is to be easier in the fu- 
ture, if Congress adopts the new plan. So 
far, PHA has not had power to evict in 
cases where hardship would result. And, 
at a time when housing is scarce, hard- 
ship has been the rule for evictions. Some 
families, consequently, have remained in 
subsidized homes long after their rising 
incomes made them ineligible. The plan 
now is to give PHA more power to evict 
higher-income families, 

At the same time, income limits may 
be eased a bit. In general, a_public- 
housing family’s annual income still will 
be limited to five times the annual rent. 
But the proposed plan would add an- 
other $100 a year to the permissible 
income for each minor in the family. This 
is to aid large families. In addition, the 
earnings of any minor who works would 
not be counted in determining whether 
a family is eligible. But that extra income 
would be included in setting rents. 

Low-income veterans are listed for 
preference on units that become avail- 
able. And disabled veterans are down 
for special preference. All low-income 
veterans would be exempted from a pro- 
vision that public-housing families must 
come from substandard housing. 

Prospect confidently predicted by 
Government officials is that new public 
housing developments will spring up all 
over the country, if Congress approves 
the new plan. If that happens, cost to 
the Federal Government is expected to 
reach the limit of $400,000,000 a year in 
years of low incomes. Officials look for 
an average annual subsidy of about 
$250,000,000 a year over a long period. 
What that adds up to, as a_ probable 
cost, is a total of $10,000,000,000, to be 
paid by U.S. taxpayers over 44 years. 
And city taxpayers will pay an additional 
subsidy of perhaps more. than that. 
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LESS CHANCE FOR HIGHER WAGES 


Early Fourth-Round Demands Are Rejected 


A pattern of wage increases, 
ona national scale, is not in sight 
for 1949. A fourth round will not 
be easy to get. 

One big ClO union—the Tex- 
tile Workers—already has tried 
and failed. Another is making no 
wage demands because of un- 
certainties ahead. 

There will be less stress on 
wages this time, and more pres- 
sure for social-security programs 
financed by employers. 


Troubles continue to pile up for un- 
ion leaders seeking a fourth round of 
pay raises. Textile workers are to get 
no increase. Other unions are running 
into difficulties. It all seems to indicate 
the end of a series of nation-wide wage 
patterns. 

What is happening is this: 

Opening bids of unions for raises are 
being rejected as the 1949 drive gets un- 
der way, The first big union to seek a 
raise this year has just been turned down 
flatly by an arbitrator. This union, the 
CIO Textile Workers, cannot strike at 
this time by terms of its agreement. 


AUTO WORKERS’ REUTHER 
... @ shift in emphasis? 
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Business conditions are likely to be a 
deciding factor in determining whether 
an increase is to be granted, and how 
much it will be. Some unions, such as 
CIO’s Clothing Workers, are not asking 
for a fourth-round increase because of 
unsettled conditions in the industry. 

Declining prices spell double trouble 
for wage demands. Unions will find it 
difficult to cite the cost of living as an 
excuse for a raise if prices continue their 
downward trend, Also, employers who 
find they must lower prices to meet com- 
petition are likely to balk at further wage 
increases, 

Growing unemployment is adding to 
worries of union leaders, In many indus- 
tries, workers will be more interested in 
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—Mergen in the Miami News 


“STUBBING THE TOE’ 


holding on to their jobs than in walking a 
picket line. 

A new strategy, therefore, is de- 
veloping among many unions, This year’s 
demands are to stress welfare benefits, 
pensions and insurance plans. Wage 
increases are being pushed into the 
background, although unions will ask 
for raises if economic conditions in their 
industries are favorable when negotia- 
tions open. 

Smaller demands on wages are being 
filed by unions this year, apparently be- 
cause they recognize there is no chance 
of a big raise. For example, the CIO 
Auto Workers are talking of a 15-cent de- 
mand, stil] subject to revision in line with 





TEXTILE WORKERS’ RIEVE 
...@ zero pattern? 


what happens to the price index. Actual 
wage demands of the Auto Workers in 
the last three rounds were 36 cents in 
1946, 23% cents in 1947 and 25 cents last 
year, In each case, the settlement figure 
was about half the asking price. 

Pay cuts are showing up in isolated 
cases, but there is no sign of any gen- 
eral tendency to reduce wage rates. A 
shorter work week in some instances is 
reducing the weekly take-home pay of 
workers, however. 

That is the general picture of the in- 
creasing difficulties that unions are facing 
in round No, 4. In more detail, this is 
how things are shaping up: 

The textile case may provide a tip- 
off as to what unions can expect in some 
industries where business is declining. 
The CIO Textile Workers contract al- 
lows wage talks at this time, but pro- 
vides that no strike can take place. When 
the union’s demand for a 10-cent-an-hour 
raise was rejected by employers, the union 
asked for arbitration of the question, as 
permitted in the agreement. Companies 
and union then agreed upon Douglass 
V. Brown, professor of industrial manage- 
ment at the Massachusetts Institute of 
Technology, as the arbitrator. 

The decision of Mr, Brown held that 
the union was entitled to no increase at 
this time. Basis for the ruling was his be- 
lief that the industry’s prospects for the 
next eight months do not warrant the pay 
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AMERICA’S PLAN 
FOR INDUSTRIAL SAFETY 


Offers Industry Room for 
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Dispersion of industry is 
considered the most practi- 
cal solution to the problem 
of protecting America’s in- | 
dustrial machinery from | 
potential attack. Yet, new 

+ plant sites must be selected | 
with an eye to peacetime 
requirements. Mississippi 
offers industry relatively 
strategic safety, plus two 
major economic advan- 
tages vital to healthy indus- 
trial growth: 


© Access to the world’s largest 
fuel and energy reserves. 


© A reservoir of intelligent rural 
labor, willing and able to work. 





For specific information concerning 
your requirements write: 


MISSISSIPPI AGRICULTURAL 
& INDUSTRIAL BOARD 


New Capitol Building—Jackson, Mississippi 
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raise, The union can reopen the wage 
question in September, under its contract, 
which runs to March, 1950, Mr. Brown 
decided that a pay raise might lead to 
serious unemployment and loss of income 
to the employes and companies involved. 

Union arguments emphasized present 
high living costs and included a plea that 
workers in the industry should be given 
a better standard of living. Company 
profits in the last year also were cited by 
the union, Mr. Brown said that he had 
considered the possibility that living costs 
may increase somewhat in the next few 
months, and that productivity may in- 
crease, Against these factors, however, 
he balanced the industry’s sales outlook. 

His finding was that, without a big 
increase in current demand, and higher 
prices, the industry’s profits for the next 
eight months will not approach the level 


of 1947 and 1948. He therefore rejected ~ 


a wage increase at this time. Mr, Brown 
held that the decision should be based on 
the outlook for the future and not on 
what had happened to wages, prices and 
profits in the past. 

As a result of this decision in textiles, 
unions are likely to be wary of submit- 
ting wage disputes to arbitrators where 
business prospects are similar to those in 
the textile industry. Unions had a better 
chance of winning pay increases from ar- 
bitrators when the cost of living was ris- 
ing. Now the price index is more likely 
to favor employers in an arbitration case. 

Several other arbitration cases are be- 
ing dropped by the CIO Textile Workers, 
because of the failure to win in the test 
case, covering a group of New England 
cotton-textile and rayon mills. Emil Rieve, 
president of the union, admitted that the 
award in this case would serve as a pat- 
tern for other cotton and rayon mills. 

The effect of this case on other indus- 
tries may be important, also, The Tex- 
til» Workers, as the first big union to try 
for a 1949 raise, may have cut some of 
the ground out from under other unions. 
Employers in other industries will cite 
the case as an indication of a zero pat- 
tern for this round of pay talks, 

Past gains of the Textile Workers in 
Northern cotton mills just about equaled 
the pattern set in other big industries 
since the war. The textile union, in five 
wage rounds, won a total of 41.5 cents an 
hour, compared with 43 cents in three 
rounds for most other big industries, 
excluding fringe benefits in both cases. 
The 1948 “increase in textiles averaged 
10.5 cents in the North, compared with 
a general third-round pattern of 13 cents. 

The fact that the textile union can ask 
for a raise again in September makes the 
present dispute somewhat different from 
the situation in other industries, where 
wages usually are opened to discussion 
only once a year. However, the decision 


of the arbitrator is bound to hurt union 
chances elsewhere to some extent, 

Auto-union demands offer another 
example of what is going on, Walter P. 
Reuther, president of the big United 
Auto Workers, CIO, is putting welfare 
issues first, wages last, in 1949 demands, 
UAW will ask employers for a pension of 
$100 a month for retired workers plus 
an insurance program providing life, ac- 
cident, hospital and health benefits. 

On wages, the UAW request will de- 
pend upon the consumer price index 
wheu negotiations begin in June. If prices 
decline, the UAW demand will be less 
than the 15 cents an hour now indicated. 
Other unions also are expected to stress 
welfare demands this time. 

Employer reaction to the we'lfare 
demands, on the other hand, may be just 
as strong as on the subject of a straight 


+ 





—International 
ClO’s POTOFSKY .. . 
No lack of rivalry 


wage increase. Cost of insurance pro- 
grams being proposed could equal pay 
increases of 5 to 10 cents an hour, de- 
pending upon benefits included. Employ- 
ers cannot add these costs to their prices 
any more easily than they can add the 
direct wage increases, Thus, employers 
are expected to hold out as long as pos- 
sible against large-scale benefit plans, al- 
though some concessions probably will 
be made this vear in some industries. 


MORE OPPOSITION 
FOR UNION DRIVES 


Unions now starting drives for new 
members may run into more opposition 
from workers than they have in the past, 
if a present trend continues, This is in- 
dicated by increasingly antiunion votes 
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in elections conducted by the National 
Labor Relations Board. 

The nonunion vote has been growing 
in recent months, Sharpest increase came 
in December, when 34 per cent of the 
yorkers participating voted against union 
representation of any kind. This compares 
with an average of about 25 per cent in 
recent months, Before 1947, under the 
Wagner Act, the no-union vote was about 
90 per cent of the total. 

This sentiment also shows up in the 
number of elections lost by unions, In 
December, unions lost out to the anti- 
union groups in about 30 per cent of the 
elections. This is well above the average 
for the Wagner Act period, when about 
19 per cent of the polls went against the 
unions, 

Targets for organizing. The re- 
citing drives now on or planned by 
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major unions will provide an early test: 
of sentiment among unorganized workers. 

In the South, the CIO’s organizing 
drive is being revived. Van A. Bittner, 
director of the drive, is scheduled to get 
more money and men for another attempt. 
Previous efforts were not as successful 
as CIO had anticipated. A new strategy 
has been ordered: CIO organizers will 
concentrate their efforts mainly on the 
big industry in each State, instead of 
scattering their forces in big and little 
shops. 

Cotton textile mills in the South are 
to be a special target for CIO’s Textile 
Workers union, which is assigning top 
union officers to this campaign. 

Department stores, in the North and 
South, are to be visited by organizers 
from several rival unions, CIO assigned 


| this field to its Amalgamated Clothing 


Workers, led by Jacob S, Potofsky. A 
large staff of organizers is to be assigned 
by Mr. Potofsky for the drive, which 
probably will cover every major city. 

Rival left-wing unions which recently 
withdrew from CIO also are competing 
for workers in the department-store field. 
And the AFL Retail Clerks International 
Association announced that it is ready 
to spend $1,000,000 to protect its con- 
tracts against raids, 

The AFL Teamsters is one of the 
rival unions that was mentioned by the 
AFL Clerks. The Teamsters are threat- 
ening to organize department stores 
“from top to bottom” as part of a cam- 
paign to recruit 1,000,000 new members. 
Other targets for the Teamsters include 
warehouses, canning plants, beer and 
soft-drink firms, fuel suppliers, produce 
merchants, local delivery lines and long- 
distance haulers. 

Other industries also will see more of 
union organizers from AFL, CIO and un- 
affiliated outfits in the months just ahead. 
The organizers are out to try to reverse 
the antiunion trend showing up in Labor 
Board elections, 


PLAN OF TEAMSTERS 
TO INCREASE POWER 


A reorganization of the big AFL Team- 
sters union, just announced by Dave 
Beck, its executive vice president, has the 
following meaning for employers and for 
rival unions in various industries: 

industry-wide bargaining is the 
ultimate goal of Mr. Beck for the more 
important branches of the trucking in- 
dustry. This would replace area bargain- 
ing between trucking associations and the 
Teamsters’ area councils. The idea is to 
compel all firms in a given line to pay 
the same rates to truck drivers, 

Stronger competition for other 
unions is another aim of the reorganiza- 
tion, The Teamsters will go beyond the 
confines of the trucking industry proper. 
A goal of. 1,000,000 new members is 
announced by Mr. Beck. These new 
members will come partly from fields 
in which other AFL unions and CIO 
unions are operating. Employers thus 
can expect competing unions to try 
to recruit members in their shops, pos- 
sibly with strikes or Labor Board elec- 
tions as the results. 

A new power in labor’ top com- 
mand also is expected to emerge from the 
current moves. Mr. Beck seems to be 
taking direct charge of the reorganiza- 
tion efforts and of the recruiting drive 
for the Teamsters. Daniel J. Tobin, presi- 
dent of the union, was not present at the 
board meeting that completed the plans. 
Officials said that Mr. Tobin was in Flor- 
ida recovering from a cold, but that he 
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FOOD PRODUCTS 
Amerikorn Corn Flours 
Amerikorn Cream Meals 
Amerikorn Granulated Meals 
Amerikorn Dusting Meals 
Amerikorn Hominy Grits 
Larodex Processed Corn Flour 
Processed Corn Flakes 


BREWERIES 


Amerikorn Brewers’ Grits 
Amerikorn Brewers’ Meal 
Jiffimalt Processed Brewers’ Flakes 


FEED MIXERS AND 
FEED DEALERS 


Badger Hominy Feed 


REFINERS 
Amerikorn Crude Corn Oil 


FOUNDRIES 
Truscor and Amerikorn Cereal Core 
Binders 


PAPER MILLS, BOARD MILLS, 
GYPSUM AND ASBESTOS PLANTS i 
Gelatinized and Processed Binders 


EXPLOSIVE MANUFACTURERS 
Lodensity Flours and Flakes 


WALLPAPER AND PAINT 
MANUFACTURERS, DISTRIBUTORS 
AND DEALERS 

Kemtac Corn Paste 
Golden Harvest Wheat Paste 


MEAT PROCESSORS 


Amerikorn Special Binder 
Amerikorn Processed Binder 



















“THE WORLD'S LARGEST 
PRODUCERS OF DRY 
CORN MILLED PRODUCTS 


Laboratory consultation 
and research facilities available. 
Write today for information 


CHAS. A. KRAUSE MILLING CO. 


Milwaukee 1, Wisconsin 
Est. 1907 



































“Careful, Squire! Don’t waste a drop—that’s Old Smuggler.” 





When a Scotch is so fine as Old Smuggler, there is good reason for 
the saying, “Careful, don’t waste a drop.” The historic excellence 
of Old Smuggler dates back 71 years. It is composed and nurtured 
with patience and scruple—and distinguished by great softness and 
delicacy of flavour. 


W. A. TAYLOR & CO., N.Y. C. + Established 1888 + Sole Agents for U.S.A. 





BLENDED SCOTCH 
WHISKY + 86 PROOF 
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—Harris & Ewing 


PRESIDENT TOBIN 
A shift in the top command? 


had sent a message to the meeting ap- 
proving the program. 

If Mr, Beck’s expansion program adds 
new members and new territory to the 
Teamsters’ empire, Mr. Beck may soon 
become the union’s new president. He 
is expected to take Mr. Tobin’s place 
when the latter retires. Mr. Tobin, who is 
73 years old, has been president of the 
union for 41 years, 

A bigger Teamsters union would give 
Mr. Beck a big voice in AFL affairs. The 
union now claims a membership of 
1,250,000, and it already is one of the 
most powerful unions in the country. If J 
its membership climbs to 2,000,000, or 
more, as predicted by Mr. Beck, its power 
will be felt by other union leaders as 
well as by employers in many industries. 








Wide World 
VICE PRESIDENT BECK 
A big voice in AFL affairs? 
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Industrial activity is near its best rate 
since the war, but some industries 
are cutting output as inventories 
pile up. 

Steel operations were scheduled at 
100.1 per cent of capacity in the 
week ended January 22 for a record. 

Factory output rose to 199.5 on the 
indicator below for the week ended 
January 15 from 198.5 the previous 
week. The October peak was 202. 

Auto output rose to 108,329 from 
98,422. 

Reduced output in textile, paper, to- 
bacco, alcoholic-beverage and coal- 
mining industries caused a drop in 
the Federal Reserve index of in- 
dustrial activity in December, the 
second straight decline. Strength in 
steel and autos largely offset lower 
activity elsewhere. 

Cotton consumption in December re- 
mained 10 per cent below 1947. 
Mill prices and margins shrank 
again. 

Unemployment is still rising. 

Claims for unemployment compensa- 
tion filed at State offices rose to 
1,472,000 in the week ended Janu- 
ary 8, the highest since May, 1946, 
and 473,000 above a year ago. 
Claims rose in all but four States. 

Layoffs centered in retail trade, tex- 
tile and apparel industries, lumber- 
ing, furniture, household appliances 
and metal-working. , 

Prices of basic commodities. on Janu- 

ary 17 fell to 287 per cent of 1939 

on the Bureau of Labor Statistics 

index, lowest since early 1947. 


(1935-39 = 100) 


* ADJUSTED FOR SEASONAL VARIATION 


FACTORY PRODUCTION 
(FRB) 


RETAIL TRADE 
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INDICATORS OF BUSINESS 
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Manufacturers’ Inventory 
Accumulation 
(Annual Increases) 
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Source: Commerce Dept. © 1949, By U.S. News Pub. Corp. 


Steers fell $1.50 per 100 pounds, 
steel scrap 50 cents per ton. 

Sales at independent retail stores in 
December, stimulated by price cuts, 
rose 1 per cent above a year earlier. 
Furniture-store sales, however, fell 
4 per cent below 1947, jewelry- 
store 6, apparel and hardware 2. 

Inventory fears are causing some 
cuts in orders, prices and output. 

New orders received by manufac- 
turers in November fell 7 per cent 
below November, 1947, Outstand- 
ing orders of department stores 
dropped to less than one month’s 
sales on December 1. Unfilled or- 





ACTIVITY 


ders for lumber slumped to only 
28 per cent of mill inventories on 
December 1. 

Piling up of inventories has been in- 
voluntary in some instances. Sales 
have dropped faster than additions 
to inventory. 

Manufacturers, as the top chart 
shows, added $3,600,000,000 to 
their inventories in the year ended 
Dec. 1, 1948, against $4,600,000,- 
000 the previous year. Their inven- 

tories total $31,000,000,000. 

Finished goods rose $2,500,000,000 
in 1948, making up nearly 70 per 
cent of the total inventory rise. 

Raw materials and goods in process 
rose only $1,100,000,000 in 1948. 
Manufacturers are reluctant to add 
to raw-material supplies. Most ma- 
terials are plentiful and _ prices 
threaten to fall. 

Department-store inventories, over 
all, were about normal on Decem- 
ber 1 in relation to sales. Sales of 
some articles, however, fell off 
sharply in November, and inven- 
tories rose steeply. Stocks were 
equal to 3.6 months’ sales for ap- 
pliances, 3.7 for furniture, 2.7 for 
radios and 4.8 for shoes. 

Caution of businessmen has prevented 
inventory speculation like that in 
1919-1920. Business is acting quick- 
ly to reduce inventories by price cuts 
at retail and by reduction of factory 
output. Chief danger is that price 
cuts and unemployment will affect 
spending psychology of consumers 
and business in the period ahead. 











By U.S. News Pub. Corp. 
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DONT 
WORKY- (LL 
CALL WABASH! 


To speed your freight to 
or through the center of 
the United States, ship the 
direct way... via Wabash 
. +» serving the Heart of 
America. 


The strategically located Wa- 
bash can “highball” your 
freight with direct-line service 
between East and West — from 
Buffalo to Kansas City. And 
Wabash serves you equally well 
between North and South. 


There’s a Wabash freight rep- 
resentative near you. Just phone 
him for complete details. 


Cc. J. SAYLES 
General Freight Traffic Manager 
St. Louis 1, Mo. 


LEE 


*\ or PIAY:-: way! 
B\ Wor « WABASH 


WABASH 
RAILROAD 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CANNOT expect to avoid an 

estate tax on the principal of a trust 
that you set up if you keep the right to 
use the income of the trust during your 
lifetime. The Supreme Court rules that 
the principal of such a trust must be in- 
cluded in the estate of its creator, for tax 
purposes, even though there was no pos- 
sibility of the trust property’s being re- 
turned to the original owner, who retained 
no control over the principal. This de- 
cision reverses an opinion of the Court 
given in 1931. It applies to trusts set up 
before March 3, 1931, as well as to those 
established since that date, when the law 
was changed to make trusts of this kind 
subject to estate tax. 


* * * 


YOU CANNOT, as manager of a 

trust, escape paying an estate tax on 
the value of the trust principal if there 
was a possibility, under State law, that 
the property might return to the creator 
of the trust in event that he outlived the 
beneficiaries. The Supreme Court holds 
that the principal of a trust must be in- 
cluded in the estate of its creator under 
these circumstances, even though the 
possibility of the property’s reverting to 
the donor was remote. 


a * oe 


YOU CAN, as a landlord operating 

under a hardship or at a loss, apply 
for a rent adjustment even though you 
were granted an increase within the last 
year on a building containing both leased 
and unleased apartments. This change in 
rent-control regulations is made by the 
Office of the Housing Expediter. 


* * oa 


YOU CANNOT treat as a capital gain 

your profit from the sale of patents 
that you, as an inventor, hold for pro- 
duction of royalty income. A_ circuit 
court of appeals finds in one case that 
such patents are depreciable property, 
and the gain from their sale is ordinary 
income, for tax purposes. 


* * * 


YOU CAN now apply for a license to 
export certain building materials at 
any time in the calendar quarter in which 
shipment will be made. The Office of In- 
ternational Trade discontinues the re- 
quirement that applications be made 10 
days before a calendar quarter begins. 


and administrative decisions: 


YOU CAN ask for a collective-bar- 
gaining election among your em- 
ployes, to determine if the majority wants 
to be represented by a union, if the union 
requests that you renew its contract. The 
NLRB rejects the argument of a union 
that an employer’s request for an elec- 
tion can be granted only when bargain- 
ing rights are sought by one or more 
unions, not previously recognized. 


* aa * 


YOU CANNOT count on being re- 

imbursed, under a Government cost- 
plus-fixed-fee contract, for the exces- 
sive amounts that you advance to vour 
subcontractors if these amounts are more 
than the subcontractors are entitled to re- 
ceive under their subcontracts. The 
Comptroller General rules that a contrac- 
tor may not recover these payments as 
contract costs. 


* * * 


YOU CAN now find out from the 
Federal Trade Commission about 
procedures that will be followed in fixing 
quantity-discount ceilings under the 
Robinson-Patman Act. Rules on _proce- 
dures are released by the agency. Also 
issued by FTC is a statement of policy on 
geographical pricing practices. 


* * - 


YOU CANNOT expect to get a State 

labor board to conduct a collective- 
bargaining election in your plant if 
NLRB has jurisdiction over a labor dis- 
pute involving union representation. The 
Supreme Court rules that a State board 
may not consider a union’s petition for an 
election where the employer is engaged 
in interstate commerce and is subject to 
NLRB jurisdiction; even though NLRB 
has taken no formal action in the case. 


* * * 


YOU CANNOT count on the courts’ 
treating two firms as separate em- 
ployers where they operate under joint 
management and some employes work 
for both concerns. A federal district court 
finds that only a single employer is in- 
volved in one case where two firms use 
the same building, have the same man- 
agement and pay some employes jointly. 
The court says that overtime wages 
must be paid, under the Fair Labor 
Standards Act, to a joint employe who 
works more than 40 hours a week. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wortp 
Report, on written request, will refer interested readers to sources of this basic material. 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Weaknesses in the boom aren't reflected yet in general business activity. 
| Activity, on the whole, is holding up, both in production and in sales. 
q Steel industry is turning out a record volume as it operates at capacity. 
Automobile industry, on the whole, plans for record production in 1949. 
Construction activity continues to be high, although signs are developing 
/ that builders are hesitating. New contract awards are below a year ago. 
4 Industrial production, generally, remains at a high level, although output 
is Slightly lower than the peak levels reached in October and November. Cut- 
| backs in some lines are offset by increased output of steel mills and automobiles. 
What seems to be happening in production is that plants are cutting back in 
_ some lines because inventories are high. Reductions started in the textile, ap- 
/ parel and leather industries. Now they are spreading to appliance plants, to 
* coal mines, the oil industry and some parts of the chemical industry. 
Retail sales, however, continue to be higher than a year ago. Clearance 
3 Sales, at considerably reduced prices, attract a great number of buyers. This 
is interpreted as a sign that demand still is strong when prices are adjusted. 

















It's in prices, not production, that the boom shows most weakness. 

The price rise appears to have stopped, at least temporarily. The price 
level, at either wholesale or retail, appears more likely to drop than to rise. 

Commodity prices are down considerably from recent highs. Just to take a 
few examples: Tallow fell from 14 cents a pound to 9 cents in a month; butter is 
down to 64 cents a pound from a high of 93 cents; cottonseed oil dropped from 40 
cents a pound in May to 14 cents recently. Steel scrap is off $2 a ton. 

Steel gray market is said to be fading fast as supplies begin to increase. 

Price outlook promises lower living costs in the months ahead. It should 
take the edge off labor's demand for higher wages. And if downward adjustments 
continue to be gradual, no sharp setback to business activity is to be expected. 

















Men who estimate the "tax take" of the Federal Government are guessing that 
the boom will go along at the present rate for another 18 months at least. That 
is the conclusion to be drawn from Treasury eStimates of excise tax yields. Ex- 
cise taxes are down for $7,900,000,000 in the new budget, against an estimate of 
$7,715,000,000 for the fiscal year that ends June 30, 1949. 


Translated into actual sales,’ the Treasury eStimates mean this: 

Automobile sales are put at $5,200,000,000 for the year that starts on July 
1, 1949, against sales of $4,586,000,000 for the current fiscal year. That is 
the estimate for passenger-car sales. Truck sales are expected to decline. 

Appliance sales are expected to drop to $800,000,000 in the fiscal year 
ahead, from $860,000,000 this year. That's electrical, gas and oil appliances. 

Business machines are expected to bring sales of $300,000,000 in the coming 
fiscal year, compared with an estimated $310,000,000 in this period. 

Refrigerator sales are down for $630,000,000, against $660,000,000. 

Radios and other musical appliances and instruments are expected to dip to 
$580,000,000 in the fiscal year ahead, compared with $680,000,000 this year. 

Jewelry sales are expected to rise to $1,135,000,000, from $1,120,000,000. 

So far as taxable sales of durable goods are concerned, the Treasury is 
eounting on a substantial increase in automobile sales, a moderate rise for jew- 
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TREND OF AMERICAN BUSINESS--(Continued) 
elry sales, a sizable dip in radio sales, moderate declines in other lines. 


Sales of nondurable goods are officially expected to rise in most lines. 
Fur sales are expected to go up from $350,000,000 to $365,000,000. 
Luggage sales are estimated at $410,000,000, compared with $395,000,000. 
Cosmetics and toilet goods are put at $480,000,000, against $470,000,000. 
Sporting goods are expected to rise to $220,000,000, from $210,000,000. 
‘Cigarette sales are put at 364,000,000,000 smokes, against 357,000,000,000. 
Liguor sales are expected to reach 178,000,000 gallons, from 170,000,000. 
Beer sales are down for 85,000,000 barrels, against 84,000,000 barrels. 
Gasoline sales are put at 36,000,000,000 gallons, against 34,000,000,000. 
It is clear from these estimates that the Government experts count on a 
level of consumer income and continued heavy consumer spending. 














Official estimates for taxes on services tell the same story. 

Movies, sporting events and other things for which taxes are levied on ad- 
missions are expected to collect $2,235,000,000 against $2,195,000,000. 

Long-distance telephone and telegraph messages are expected to rise to 
$1,200,000,000 in the 1950 fiscal year, against $1,180,000,000 in this period. 

Freight hauls are estimated at $12,400,000,000, against $11,833,000,000. 

Passenger travel is due to drop to $1,633,000,000, from $1,666,000,000. 














There is no allowance in any of these estimates for any significant drop in 
business activity. Estimates are a tip-off that the Government expects no set- 
back before June 30, 1950. Eighteen months is a long look ahead, and the Treas- 
ury may prove to be overly optimistic in its forecast of revenues. 


Critics of recent Federal Trade Commission policy get support from the mi- 
nority report of Commissioner Lowell B. Mason, who now is Acting Chairman. He 
suggests action by Congress to limit some of the Commission's powers. 

FTC power to proceed against a business because there is a "possibility" of 
injuring competition would be removed under Commissioner Mason's proposal. 

Identical prices for a product, quoted by competitors, also would be given 
more leeway. Commissioner Mason thinks FIC should be forced to prove a price 
conspiracy before it is allowed to proceed in cases of identical pricing. 

F.o.b. pricing is on the way, in this Commissioner's view, as a result of 
recent FIC rulings. He thinks Congress should legalize freight absorption. 

Quantity discounts also should be allowed more freely, in this view. 

Commissioner Mason is a minority of one on FIC, but his report follows the 
line of many recent business critics. It may carry weight with Congress. 











Fourth-round wage increases are to come harder for many labor unions. 

Textile industry in New England won't have to give a 10-cents-an-hour wage 
increase, as the result of an arbitrator's decision. The arbitrator held that 
business outlook for textiles did not warrant a wage increase at this time. 

Bargaining position of employers is strengthened by this decision, even 
though wages for textile workers do not necessarily provide a general pattern. 

Union demands, actually, now concentrate on pensions and other social bene- 
fits, rather than on wage demands. That may prove a significant shift. 

More details on the wage outlook are presented on page 43. 














Interest pattern apparently is still satisfactory to the Administration. 

Treasury certificates--one-year money--are to be held at 1% per cent. An 
issue of $2,188,813,000 is to be offered at this rate on February l. 

Government-bond yield is to be held at the 2% per cent rate. 

Bank loans to commercial firms bounced back after reporting the sharpest 
dip on record--$195,000,000. Latest weekly report shows that business loans 
were increased by $54,000,000. That's not usual for this season of the year. 
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ABOUT TAX DEDUCTIONS FOR FARM OWNERS 


More and more city people are buying 
and operating farms. Often they buy as 
hedge against possible inflation. Also, 
there their incomes are sizable, they 
metimes find that they can make im- 

ements at relatively low costs, build- 
ing up the farms, because some losses 
ind expenditures can be deducted from 
taxable income. 
'Many persons operating farms as side 
fines don’t know at tax time what their 
fights are. Often ‘they are not sure 
whether their operations are actual farm- 
ing, or merely “pleasure farming” where 
deductions are not allowed. Each case 
rests upon the individual circumstances 
surrounding it. But, where a farm really 
produces and is run on a business basis, 
itis a farm for tax purposes. This raises 
many questions of what can be deducted 
as farm losses and expenditures, what 
gan be taken as depreciation allow- 
ances, and what are considered capital 
assets. 


What is a farm, for tax purposes? 
There is no set definition. A farm does 
not have to be just so many acres to be 
considered a business for tax purposes. 
Each case is on its own, depending 
largely upon the purpose of the owner. 
It is not a farm to the Internal Revenue 
Bureau if operated for pleasure or recre- 
ation alone, or if there are just a few 
tiding horses. But raising horses or cattle 
or crops for sale at a profit is something 
else again. Where a farm is run seriously 
as a, business, even part time, the owner 
usually can use his losses as a deduction 
against other income. 


How long can you have a loss on a 
farm and still get deductions? 
The time limit is five years. If you lose 
on the operation of a farm for six con- 
secutive years, then in the sixth year 
you cannot take a deduction for the loss 
on your income tax return. This rule 
applies for those running farms as a side 
business, but not for full-time professional 

farmers. 


But what if, after four or five years, 
you have a profit? 

Then you can start another five-year 

period in which you can deduct your 

farm losses. It is only in the sixth con- 

secutive year of losses that a deduction 

cannot be taken by a part-time farmer. 


Can tax collectors tell you what you 
can and cannot do in running a 
farm? 

They can to some extent, when it comes 

to deductions for operating expenses. 

Tax collectors can disallow such deduc- 
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tions if they are not for reasonable busi- 
ness expenses. But, if you want to spend 
money on a fancy fence when repairing 
an old fence, for example, a reasonable 
expenditure probably. would be allowed. 
The cost of certain repairs can be de- 
ducted as part of the expense of running 
a farm as a business. 


What of repairs to a house on a 
farm? 
If you live in the house, then the cost 
of repairing it is not deductible. If a 
tenant lives in the house, as part of his 
pay for operating the farm, then the cost 
of repairs can be deducted. The cost of 
repairing other farm buildings, such as 
barns, silos and storage facilities, also 
can be deducted as operating expenses. 


How about the cost of replacing 
buildings? 

The general rule is that farm owners 
cannot deduct, as operating expenses, 
the cost of replacing farm buildings and 
other facilities. This is looked upon as in- 
creasing the value of the farm, and thus 
must be treated as an addition to the 
capital assets on the farm. The same 
rule applies for other expenditures that 
add to the value of farms or add to the 
life of equipment. 


How is depreciation figured in farm- 
ing? 

Owners of business farms can take tax 
allowances for depreciation of buildings, 
machinery and other equipment, and 
sometimes for livestock used for work, 
breeding or dairy production. But they 
get no tax allowance for depreciation of 
land or houses in which they live. 


Take, for example, a farm tractor. If its 
probable usefulness is estimated at 10 
years, its original cost can be recovered 
through depreciation shown on the farm 
owner's tax return over that period. But 
the cost of a secondhand truck, which 
will probably last only seven years, might 
be written off through depreciation in 
that time. On the other hand, deprecia- 
tion allowances for buildings might cover 
up to 50 years. 


Are there special filing dates for part- 
time farmers? 

No. Persons operating farms as a side 
line follow the same tax deadlines as 
other nonfarmers. That is; they must 
estimate their incomes, from farming and 
other sources, and file declarations by 
March 15. These can be amended in 
June, September and the following Janu- 
ary. Their final returns also are due by 
March 15 for the previous year. 


Different tax-filng treatment is given, 
however, to persons who get two thirds 
or more of their income from farming. 
They do not have to estimate income 
and taxes in March. Instead, they can 
wait until Jan. 15, 1950, to estimate their 
1949 income, file a declaration, and pay 
the estimated tax. Or they can make 
their final return on January 15, and 
eliminate altogether the filing of a decla- 
ration. But this treatment is not available 
to taxpayers who receive less than two 
thirds of their income from farming. 


Is there a special tax form for farm 
operations? 

Yes. Special Form 1040F is for use by 
farmers, both part time and full time, in 
reporting their farm income and ex- 
penses and other details of their opera- 
tions. This is a supplement to the regular 
Form 1040, which farmers also must 
fill out to show their taxes. Gains and 
losses from sale or exchange of farm 
assets also are shown on the regular re- 
turn on Form 1040. 


Suppose you have a farm manager? 
Can his pay be in products and 
services as well as cash? 

Yes. Products given to a manager, in the 
form of pay, might be considered a busi- 
ness expense by the owner of a farm. In 
the same way, use of a farm home by a 
farm manager, rent-free, as part of his 
wages, could be treated as an operating 
expense. You usually can deduct these 
things as part of your expense in running 
a farm as a business. Also, the cost of 
buying food to feed farm help is a de- 
ductible expense. But you cannot deduct 
as expenses the value of products raised 
on a farm and used by your family or 
by employes on the farm. 


These are some of the rules for taxpayers 
who buy and operate farms, but who 
often do not make farming their main 
business and source of income. With 
ownership of farms spreading among 
professional persons, businessmen and 
others, the farm tax rules are becoming 
of increasing importance. But there are 
many borderline cases, in which doubts 
are raised as to whether a taxpayer is 
running a farm as a genuine business 
undertaking or merely for his own pleas- 
ure and enjoyment. Sometimes a ruling 
by the Bureau of Internal Revenue or by 
the courts is required to decide whether 
farm deductions can be taken on tax 
returns. And often tax officials scrutinize 
returns showing large deductions for 
farm losses, to see if farming is being 
engaged in as a business proposition and 
not as a hobby. 
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WHOSE TAXES CAN BE RAISED? 


Trouble Is in Finding Places for Increase 


Tax raises are far from certain. 
Finding a place to tap for the 
$4,000,000,000 new revenue Mr. 
Truman wants is a problem. 

Higher taxes on big incomes 
won't produce the cash. Neither 
will business taxes. A boost on 
small incomes is out for now. 

Decision on rate changes is un- 
likely before summer. It may be 
put off even longer if business 
slackens. 


Tax increases on upper-bracket per- 
sonal incomes are getting serious study 
in Congress. There is talk of trying to 
raise as much as $2,000,000,000 a year 
in new taxes from this source. But tax 
planners, are finding that, as a prac- 
tical matter, it may be almost impos- 
sible to get that much more money out 
of individual taxes without putting 
part of the increased load on the mil- 
lions of taxpayers earning less than 
$5,000 a year. 

Neither Mr. Truman nor Congress 
wants to do that. Mr. Truman suggests 
tax increases on persons earning $6,000 
a year or more. Some Democratic tax 
leaders in Congress want to place the 
dividing line much higher than that. 

Representative Eberharter (Dem.), of 
Pennsylvania, proposes tax increases only 
on those earning $16,000 or more. Repre- 
sentative Dingell (Dem.), of Michigan, 
does not want to raise taxes on incomes 
below $20,000. Both Mr. Eberharter 
and Mr. Dingell are members of the tax- 
writing Ways and Means Committee. 

If any one of these figures is used as 
the dividing point, Congress probably 
will have to abandon any idea of raising 
as much as_ $2,000,000,000 more in 
revenue from individual taxes. Then the 
odds will be greatly against Mr. Tru- 
man’s getting the $4,000,000,000 he 
wants in total additional revenue. 

The trouble that tax planners run 
into is this: 

Corporations are not likely to be 
called on for more than $2,000,000,000 
a year in new taxes. Senator Walter F. 
George (Dem.), of Georgia, chairman of 
the Senate Finance Committee, thinks 
this should be about the limit. So do 
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about one fifth of total net incomes. 


Number of 
Taxpayers 
in Group 


Net Income 
roup 


Below $5,000 
Above $5,000 


$5,000 to $10,000 
$10,000 to $25,000 
$25,000 to $50,000 
$50,000 to $100,000 
$100,000 to $300,000 
$300,000 to $500,000 
$500,000 to $1,000,000 
$1,000,000 and over 


Total 


2,415,300 
1,572,300 
668,800 
128,200 
36,100 
8,600 

800 

400 

100 


47,149,600 





Where the Tax Burdens Fall 


The 5 per cent of taxpayers earning $5,000 net or more bears nearly one half 
the total burden of federal taxes on personal income. Yet this group earns only 


Total 
Net Income 
44,734,300 $109,895,900,000 $8,664,200,000 $3,225,700,000 
28,695,200,000 

9,714,900,000 
9,508,000,000 
5,003,500,000 
2,508,700,000 
1,358,300,000 


207,900,000 


138,591,100,000 16,884,300,000 4,573,500,000 


Amount of Tax 
Cut Under 1948 
Revenue Act 


Total 
Income Tax 
(present law) 


8,220,100,000 1,347,800,000 


1,362,900,000 318,200,000 
2,196,900,000 454,900,000 
1,905,900,000 292,600,000 
1,298,000,000 164,300,000 
940,500,000 88,900,000 
189,300,000 12,200,000 
177,000,000 10,000,000 
149,600,C00 6,700,000 


221,800,000 
172,100,000 








many others who are influential in shap- 
ing tax policy. 

Estates and gifts may be taxed more 
heavily, but any new revenue from this 


_ source. will not be large. 


Excises are to be examined, as Mr. 
Truman recommends. Cuts are more 
likely than increases. Excise reductions 
could quickly offset new revenue from 
estates and gifts. 

Individuals, then, would have to put 
up close to $2,000,000,000 in extra reve- 


—Harris & Ewing 


REPRESENTATIVE DOUGHTON 


nue to make up the remainder of the 
$4,000,000,000 Mr. Truman seeks. Such 
an increase on individuals is unlikely. 

Finding the money to tax on that 
scale, without reaching down into lower 
income brackets, is the problem. The 
table on this page shows why. 

Less than $5,000 of net income—that 
is, income after deductions allowed by 
tax laws, but before personal exemptions 
—is earned by 95 out of every 100 tax- 
payers... These. small .taxpayers are so 


SENATOR GEORGE 


Both are hopeful that new levies will not be necessary. 
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qumerous that, in the aggregate, their 
incomes account for $4 out of every $5 
gamed by individuals in this country. 

More than $5,000 net is earned by 
oly 5 per cent of taxpayers, whose com- 
hined incomes amount to about one fifth 
of the total. But they are taxed so heavily 
under present law that they pay nearly 
half the ‘total of income tax revenue. 
They got less than 30 per cent of the 
dollar savings under the 1948 tax cut. 

If Congress were to revoke all of the 
tax cut for persons above $5,000, and re- 
sore the old tax rates, the added revenue 
would be only $1,347,000,000 a year. 

These figures, worked out by the con- 
gressional tax staff, assume gross personal 
incomes of $208,000,000,000 a year. 
Current annual rate is about $8,000,000,- 
000 higher than that. 

Above $10,000 net, there is even less 
spare money to tax away. This group 
makes up only 1.8 per cent of taxpayers. 
If their 1948 tax cut were removed, the 
Government would get only $1,030,000,- 
000 in added revenue. Taxes already take 
more than $1 out of every $3 of net in- 
come earned by this group. 

Above $25,000, there is only one 
third of 1 per cent of taxpayers. People 
in this group, on the average, pay taxes 
that amount to nearly half their net in- 
comes. If the tax cut they got in 1948 
were removed, the Government would 
come out only $575,000 ahead. 

And so on up the income scale. The 
higher the dividing line on tax increases, 
the smaller the amount available for new 
revenue. 

A dilemma, thus, is to be posed for 
Congress if it tries to raise a big amount 
of new revenue from personal taxes. 

High incomes already are taxed so 
heavily that it will be hard to get much 
more tax money from this source. Most 
of the tax reduction for this group in 
1948 came through the privilege of in- 


































come splitting between husband and 
wife. Congress will not want to remove 
this privilege. Single people in upper 
brackets got only small tax cuts. With a 
sizable rise now, they would have to pay 
higher taxes than during war years. 

Also, many authorities argue that 
upper-bracket taxes are draining off sav- 
ings that otherwise would be going into 
private investments. At a time when the 
business outlook is uncertain, it may be 
hard to persuade Congress to raise these 
taxes still more. 

Low incomes provide the real reser- 
voir of potential tax revenue. However, 
higher taxes at these levels will not find 
much support in Congress. Small in- 
comes make up the mass of public buy- 
ing power. Also, a tax increase here 
would stir up political trouble. 

The net result might well be a de- 
cision to leave personal tax rates just 
where they are. If so, the chances are 
that the 1949 session of Congress will 
vote no more than $2,000,000,000 in 
additional revenue. 

Even this much is not certain. Both 
Senator George and _ Representative 
Robert L. Doughton (Dem.), of North 
Carolina, chairman of the House Ways 
and Means Committee, still hope that 
new taxes are not necessary. They think 
Mr. Truman might be underestimating 
revenue from existing tax sources. 

Representative Clarence Cannon 
(Dem.), of Missouri, chairman of the 
House Appropriations Committee, is try- 
ing to cut spending enough to balance 
the budget without any new taxes. Sena- 
tor Harry F. Byrd (Dem.), of Virginia, 
insists it can be done. 

Tax increases on either corporations 
or individuals, thus, are far from a sure 
thing. A final decision is to be delayed 
until late spring or early summer. If, at 
that time, there are trouble signs for 
business, Congress will hesitate to raise 





































REPRESENTATIVE EBERHARTER 
He would increase taxes 


JANUARY 28, 1949 









—Harris & Ewing 


EPRESENTATIVE CANNON 
He would cut spending 
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Pittsburgh’s renowned heavy indus- 
tries are rapidly being augmented by a 
diversification of lighter manufactur- 
ing. The advantages of being close to 
ample supplies of raw and semi-finished 
materials—and at the very center of the 
nation’s richest market—are obvious. 
Peoples First National, with its 15 
completely staffed offices, is in excel- 
lent position to serve the banking needs 
of firms with manufacturing and com- 
mercial interests in Pittsburgh. Your 
inquiries are invited. 


Peoples First 
National 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
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Of course, he has plenty to crow about . . . eggs and poultry are big time in 
Pennsylvania. But so are cattle, hogs, milk, grain—Pennsylvania farmers have 
a year-round steady income. 
STABILITY. These many products give Pennsylvania a stability 
unmatched by most upper-third farm states. 
STABILITY. Pennsylvania has more markets for its products— 
995 as compared to other states’ average of 349. Pennsylvania 
farmers spend less to sell their products, save more to buy yours. 
STABILITY. Pennsylvania was a great farm state when most 
others weren’t even explored! 
And Pennsylvania is a great farm state today—great in products, in markets, in 
farm experience. Well-informed, too—7 out of 10 farm families are regular 
readers of PENNSYLVANIA FARMER. 








GOLDEN CRESCENT STABILITY 


“your best profit hedge in the farm market” 


No farm area of equal size and wealth can match the stability of The 


Golden Crescent. It has greater age . . . more market centers ...a j 






larger variety of products. Served by MICHIGAN FARMER, 
THE OHIO FARMER, and PENNSYLVANIA FARMER, 
The Golden Crescent safeguards your profits through the ups 
and downs of the farm market. For further information write 
1013M, Rockwell Ave., Cleveland 14, Ohio. 





PENNSYLVANIA FARMER, Harrisburg 








MICHIGAN FARMER, East Lansing THE OHIO FARMER, Cleveland 


Dinance Week 


taxes. In any case, tax increases are not 
likely to be on the scale Mr. Truman 
proposes. 


RUSSIA‘S TROUBLES 
WITH SALES TAXES 


Heavy sales taxes on the necessities of 
life are causing so many complaints 
among Russian workers that the Soviet 
Government is overhauling its tax 
system. 

On a few items, the tax—known in 
Russia as a “turnover tax’—is being re- 
moved. But most of these items are 
producer goods, not consumer goods. 
Little relief is promised for the common 
man. 

At the same time, the Government is 
changing the application of the tax on 
finished goods from the retail level to 
the wholesale level. The idea is to get 
the tax further away from the consumer 
himself, so that the high portion of the 
consumer price represented by the turn- 
over tax will not be so apparent. This 
will not reduce the amount of the tax, 
nor will it affect the total price the con- 
sumer must pay for goods. The Govern- 
ment hopes, however, that it will help to 
reduce complaints from the public. 

Behind the trouble is the fact that 
the Government uses the turnover tax as 
a measure to control the demand for 
goods. In other words, by means of the 
tax, the Government is able to raise re- 
tail prices of scarce items so high that 
the average man cannot afford to buy. 

Shortages in Russia are so general 
that the tax is imposed on nearly every- 
thing. Furthermore, it may apply several 
times along the way to the consumer. 
The raw material bears a tax. The fin- 
ished product bears another tax. 

Food is short, and is taxed heavily. 
On some food items, the tax represents 
as much as 50 or 60 per cent of the re- 
tail price. All told, the turnover tax 
produces about 68 per cent of the Gov- 
ernment’s revenue. 

High prices in Russia, thus, are partly 
the result of deliberate Government 
policy. This helps to explain why the 
average Russian has to work 10 hours to 
earn the price of a pound of butter. It 
takes a Russian worker 98 hours to make 
enough rubles to buy a pair of shoes, and 
192 hours—or four 48-hour weeks—to 
earn the money to buy his wife a dress. 

By comparison, the excise and sales 
taxes collected on goods in the United 
States are small. State or local sales taxes, 
where they apply, amount to only a few 
percentage points. Federal excises are 
collected on relatively few items, mostly 
luxuries, and in general range from 10 
to 25 per cent. Even so, they are under 
attack, on the ground that they hit small 
taxpayers hardest. 
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n in 
S re- & 
are >> Traders in world commodities are getting the fidgets again. They got used 
0ds. : . : : 

to the weakening last year in prices of major foods. But now a new group of 


mon 
commodities is showing softness. Skittish buying in the U.S. is the main trouble. 









































ne Even metals, hitherto so strong, show the new trend to some extent. Steel 
on 

1 to scrap is off in price, and demand for German scrap is declining. Premium prices 
get paid in New York for copper and lead from overseas are disappearing. But U.S. 


n > 
a commercial demand and stockpiling will continue to prop most metal prices. 


the 
urn- Cocoa price in New York is down 40 per cent since last November. Consumer 
pe resistance to high prices for chocolate is really showing up now. British West 


con- Africa, Brazil and other Latin-American countries supply cocoa to the U.S. 

ee Coffee is beginning to act a little weak. Pepper is dropping with a thud. 
Copra, raw material for coconut oil, is off 25 per cent since the start of 

that the year. East Indian, Philippine and African output is rising strongly. 

ye Natural rubber is again down near the price for synthetic, as a world sur- 

the plus develops in rubber. East Indian output is beginning to expand. 

ae Qil prices are easing in the U.S. With supplies building up, American im- 

Vy, ports of oil will soon be cut back. Venezuela will feel the cut first. 

eral Raw-material suppliers to the U.S. have been fearful of such spreading 

nal price weakness ever since the big crack in farm prices last February. 

ner. Slide-off in U.S. prices is good news for American consumers, but bad news 

al for supplying countries. Many of these, especially the British and Dutch col- 

ily. onies, are major dollar earners. If U.S. prices continue to slide, they will 

_ earn fewer dollars. Chances of increasing sales of raw materials to the U.S. 

tax are not good. Pipe lines are too full. Sales trends are too uncertain. 

ov- & Western European plans for recovery will suffer a setback if dollar earn- 


ings of colonial areas slough off: But that seems to be the general prospect. 








tly 
ent 
the >> Meanwhile, there is to be a lot of jockeying for position in wheat. 


to 
" t General consensus is that the world is heading into a wheat surplus. Maybei 


ike BF next year, if growing conditions continue favorable. 

Pp Possibility of a wheat surplus is putting steam behind the new attempt in 
SS. Washington to fashion an international wheat agreement. 

“ ; Chief purpose of a new pact would be to assure markets for big exporting 
es. countries and supplies for importing countries within an agreed range of prices. 
ow Last March such an agreement was reached, but the U.S. Senate failed to 
a ratify it. The U.S. was guaranteed an export market for 185,000,000 bushels an- 
10 nually for five years; Canada, 230,000,000 bushels; Australia, 85,000,000 bush- 


X- els. Thirty-three countries guaranteed to buy these 500,000,000 bushels. 
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WORLD COMMERCE-INDUSTRY-- (Continued) 





But now conditions are quite different. 

The U.S. last year managed to export nearly 600,000,000 bushels. As long 
as price supports stay high and the weather is kind, exportable supplies are 
going to stay near this figure. So farmers and some Washington officials would 
like to see assured export markets for far more than 185,000,000 bushels. 

Thus, the U.S. may try for a bigger quota in a new agreement. 

Quotas set for Canada and Australia are close to their export potentials. 
But they would not want to slice their own quotas to accommodate the U.S. 

Importing countries, at the same time, are not sure any more that they want 
to guarantee to buy 500,000,000 bushels--let alone more. 

France, for example, hopes shortly to be able to export wheat. Last March 
the French were ready to purchase 36,000,000 bushels a year for five years. 

Small wheat crops in Europe during 1947 affected thinking last year. Now 
that the big 1948 crops are in, the picture looks different. 

At a price, though, European and other countries might still consider guar- 
anteeing to purchase wheat from specified sources. But they will undoubtedly 
want lower prices than the exporting countries want to accept. 

Prospects for reaching another wheat agreement this year are not too good. 
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>> Two other uncertainties add to the confusion in wheat: 

The U.S. Secretary of Agriculture could declare wheat a surplus commodity. 
Then, the Economic Co-operation Administration would have to authorize the Mar- 
shall Plan countries to buy their wheat only in the U.S. This would completely 
upset Canada's deal to sell Britain 140,000,000 bushels a year and would leave 
Canada with an enormous surplus to sell somewhere outside of Western Europe. 

Another thing, Argentina apparently is getting ready to move into the wheat 
picture again. Her wheat has been snubbed lately as too high priced. But now, 
in desperate economic straits, she is more interested in selling. 
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We 
Borovit: 
>> One way Argentina can make her wheat and other products more attractive is to com) 
by devaluing her peso. That would make her products cheaper abroad. } ta 
Peso devaluation is to come soon now. It may be disguised as a telescop- 1,002 y 
ing of the complicated system of exchange rates Argentina now employs. But, in Nos 
effect, Argentina will cheapen her currency to stimulate exports. Fa 
Argentine trade still shows an excess of exports over imports. But trade outside 
with the U.S. has been heavily adverse. As a result, Argentina hasn't nearly esl 
enough dollars to pay her bills. ofiicial- 
Hope now is that, by devaluing, her products will become cheap enough to wide w 
attract dollar buying. Argentina is especially interested in selling much more a. 
to the Marshall Plan countries. They pay in dollars. ceilinge 
A g: 
>> Other attempts, too, are being made by Argentina to move her surpluses. =. 
Barter deals galore are being made by Argentina. canteet 
Dollar shortages are short-circuited by these deals. ¥a 
In Western Europe, Argentina is bartering with Denmark, Sweden, the Nether- me th 
lands, France and Britain and soon will be with Italy. atmosp 
In Eastern Europe, Argentina has just made deals with Poland and Hungary. | a 
Argentine surpluses, such as hides, wool, vegetable oils, lead, are bar- One w 
tered for machinery, rail equipment, cement, electrical apparatus. Thus is college 
Argentina trying to replace the U.S. as a chief source of industrial equipment. = 
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Reporter penetrates grim walls of Kremlin, 


finds that life is modern and cosy inside 








MOSCOW 

ECENTLY THIS CORRESPONDENT visited 
R a considerable part of the Kremlin. 

We entered the Kremlin by the 
Borovitsky’ Gate, whose watchtower used 
to command a crossing of the Moskva 
River on whose terraced banks the first 
wooden walls of the fortress were built 
1,002 years ago. 

No sooner is one inside than the air 
of mystery and inscrutability that the 
Kremlin wears when viewed from the 
outside is dispelled. The area is an ex- 
panse of broad, well-kept lawns, prim 
borders planted with young shrubs, and 
official-looking stuccoed buildings with 
wide windows. Through these windows 
one can see clerks at work before type- 
writers and calculating machines in high- 
ceilinged, fluorescent-lit rooms. 

A gardener was rolling the gravel, a 
chef's tall white hat bobbed up and 
down above the casement curtains of the 
canteen and a fox terrier ran at the 
ravens pecking at the lawn. 

My first impression—and it stayed with 
me throughout the visit—-was of the 
atmosphere of extraordinary tranquillity 
within the Kremlin’s walls, due in part, 
of course, to their immense thickness. 
One was reminded of the courtyard of a 
college in one of England’s ancient uni- 
versities, 

However, there is a fairly steady flow 
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of automobiles in and out of the Kremlin, 
bringing members of the Central Gov- 
ernment to the Council of Ministers, 
members of the various standing com- 
mittees of the legislature, delegations 
calling on President Shvernik, whose 
offices are in the Kremlin, and sometimes 
an ambassador to see Mr. Molotov. 

The garrison is small, a few uniformed 
men carrying side arms. A single checkup 
on documents is required of visitors on 
business. 

A popular legend shattered by a visit 
to the Kremlin is that of its “Asiatic” 
character, The place is in fact no more 
Asiatic in appearance than Venice. The 
only non-European elements in its archi- 
tecture are those brought into Russia by 
the Greek Church, strongly influenced by 
Asia Minor. 

For the rest, it was from Germany and 
Italy that the Kremlin’s principal archi- 
tects and craftsmen came. Many of the 
churches were built to commemorate 
Christian Europe’s victories over a 
Moslem East. 

But, insofar as they use the Kremlin 
at all, members of the Soviet Government 
work in its modern buildings. All the 
ancient part is a museum. ARS 


Brazilians amazed 
at own steel plant 


VOLTA REDONDA, BRAZIL 

HIS LITTLE CITY on a bend in the 

Paraiba River, between Rio de Janeiro 
and Sao Paulo, is Brazil’s model indus- 
trial community. 

Heart of the community is the first big 
steel plant in Latin America. Many steel- 
makers say it is the most modern plant 
in the world. It’s not quite a “tropical 
Magnitogorsk,” as it was called by one 
American engineer who had worked both 
here and in Russia. But travelers are 
amazed to see the plant, with its mile- 
long rolling mills, belching smoke and 
fire in the interior of Brazil. 

Just as amazing as the plant itself is 
the town that adjoins it. For when the 
Government-controlled Companhia _ Si- 
dertirgica Nacional (National Steel Co.) 
set out to make this abandoned coffee 
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plantation into an industrial center, it 
proceeded on the theory that employes 


must be comfortable and contented if 
they are to work with maximum efficiency 

As much care, thus, went into the 
planning of this model town as into the 
designing of the plant. The result is that 
living conditions for workers here are as 
different from those in most other 
Brazilian towns as day is from night. 

Most of the 9,000 emploves and their 
families—30,000 persons altogether—live 
in trim little houses. Each house has 
electricity, purified hot and cold water, 
modern bathrooms. 

Like most other Brazilians, these resi 
dents of Volta Redonda were poorly 
housed and dressed in rags a few years 
ago. Now most of them wear good 
clothes, walk proudly along well-paved 
streets, send their children to school and 
enjoy modern medical facilities. 

Wages are low by U.S. standards, run- 
ning from $1.50 a day for a laborer to 
$9 for a skilled steelworker. But rents in 
most company houses are only about $6 
a month, Even a technician pays no more 
than $35 a month, including utilities, for 
a big house with a garage and servants’ 
quarters. In the crowded cities of Brazil, 
rents are five to 10 times as high. 

Labor troubles don’t crop up often. 
There is littke Communist agitation. 
Absenteeism is not an important prob- 
lem. These factors are helping the plant 
to operate successfully. 

Success of the plant is a surprise to a 
good many Brazilians. When the project 
was launched, in 1942, it often was 
criticized as an impractical dream. Now, 
however, criticism has all but vanished. 

The plant sold about 250,000 tons of 
steel last year, as well as huge amounts 
of pig iron. Profits for the first year of full 
operation are about $3,500,000. A divi- 
dend of 6 per cent has been paid. 

Now there is talk of installing more 
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with Executone 
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“INSIDE” PHONE CALLS cause switch- 
board snarls! They delay important 
calls from customers—make expensive 
“call-backs” necessary — keep every- 
body waiting for lines. 

But the instant you install Executone, 
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units, of building up to an eventual 
capacity of 1,000,000 tons a_ year. 
Scarcities of equipment make it uncer- 
tain when that goal can be reached, but 
Brazilians hope it will be soon, for they 
are proud of Volta Redonda, B.S, R. 


Spoiled U. S. goods 
fill Iranian stores 


MESHED, IRAN 

N AMERICAN GI would feel right at 
A home in this remote holy city in the 
northeast corner of Iran. Almost every 
store looks like a U.S. Army Post Ex- 
change. The shop windows and shelves 
are crowded with all of the standard PX 
merchandise, from American cigarettes, 
tobacco, shaving cream and candy to 
GI uniforms. 

The American Army, when it pulled 
out of Iran three years ago, auctioned 
off vast quantities of quartermaster 
stocks. Tons of this stuff have gotten to 
this out-of-the-way town close to the 
Russian border. The merchandise is 
from three to five years old, a fact that 
is not contributing particularly to a bet- 
ter appreciation of the quality of prod- 
ucts with a “Made in U.S.A.” trademark. 
Much of it is in a late stage of deteriora- 
tion and prices are, nonetheless, steep. 

A tube of American shaving cream, 
obviously at least three years old, cost me 
75 cents. It came out of the tube in 
granulated form. Cigarettes I bought 
were stale and pipe tobacco was dried al- 
most beyond use. Boxes of American 
chocolates, which sell in the U.S. for ‘50 
cents, are offered here for $5. Of course, 
they have been mellowed by age. 

Like the American supplies, American 
movies shown here also have a unique 
quality. They are 5 to 10 years old and 
are presented in an unusually suspenseful 
manner. The other night I went to a barn- 
like theater to see Don Ameche in 
“Woman Trouble.” Fortunately I had 
seen the picture before. The audience, 
unable to understand the English dia- 
logue, kept up a constant buzz of con- 
versation which drowned out the sound. 

The theater achieved an unusual effect 
by sandwiching a Persian film between 
reels of the American movie. First, two 
reels of “Woman Trouble” were shown. 
Suddenly a Persian film was flashed on 
the screen for two reels. Then came two 
more reels of the American movie, fol- 
lowed by another reel of the Persian 
thriller. Another theater was showing 
Russian propaganda films. 

One further evidence of dubious 
American influence in Meshed is the 
Hotel Miami. One can’t miss it. The 
minute my bus stopped, a crowd of be- 
draggled beggars descended on me, all 
snatching at my bags. 

Finally, an assertive young man, less 
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As you sit and read 
this important news of na- 
tional and international af- 
fairs, may we remind you 
that more than three hun- 
dred and fifty 


other subscribers are doing 


thousand 


exactly the same thing. 


Advertisers in this magazine 
each week realize the full 
significance of such an im- 


portant audience. 
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U. S. News-World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 
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ngged than the others, emerged from 
he mob and took me firmly in hand. I 
iid him I wanted to go to a certain 
hotel, supposed to be the only decent 
me in town, He summoned a small, 
pithetic youngster and commanded him 
to pick up my bags while he led the way 
across the street to a slummish establish- 
‘ ment, Which, he assured me, was the 
hotel _I requested. 

At the entrance we were intercepted 
by an unshaven but smooth-talking op- 
erator Who said he was the manager of 
ION that hotel and several others. He said he 
« would take me to a “better” hotel. 

Our droshki finally pulled up to the 
Hotel Miami, where I was installed in 
ee a small icebox just one floor from a tiny 
sink that serves the entire establishment. 
I have yet to discover the bathroom, 
which the manager vaguely assures me 
is somewhere around, If this is the “bet- 
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ter” hotel, I dread to think what awaited 
me at the place where my guide first led 
} me, which, incidentally, was definitely 
not the establishment I had asked for. 

Meshed’s principal attraction is a 
m- § magnificent shrine in the heart of the city 





§ and dedicated to the eighth of the 12° 


| saints of the Moslem Shia sect. Accord- 
sing to legend, he was fed a batch of 
§ poisoned grapes by a jealous father-in- 
law while they were passing through 
Meshed more than a thousand years ago. 
© Each year 30,000 Moslem pilgrims come 
rl © to visit the shrine, which is one of the 
4 city’s most lucrative business enterprises. 
— The pilgrims spend freely, toss gold 
iY. fe @ad jewels into a “collection box” and 
F pay handsome prices for “temporary 
| \ives” supplied by the shrine keepers. 
=_ Many Moslems also pay enormous fees 
—— & ‘o be buried near the shrine, as that is 
supposed to guarantee their admission to 

» heaven. 

[t also is said that the stones that were 
¢o - used to build the shrine were not carried 
, to Meshed at all. According to the local 
legend, they walked to the city from the 
surrounding countryside. fi ok. 
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Labor Pressure on Mr. Truman... Attlee Strategy 
Aims at 1950 . . . Chinese Communists Tiring of War? 


President Truman, at the start of his 
new term, already has a warning that 
he lacks real control of the Democratic 
Senate. Mr. Truman, however, is re- 
fusing to worry about the rough going 
that lies ahead. 


x * * 


General of the Army Douglas Mac- 
Arthur, Supreme Commander and un- 
challenged ruler of Japan, is to be 
forced before long to share some of his 
authority with Dean Acheson, the 
new Secretary of State. Secretary 
Acheson is not to back away from a 
showdown with General MacArthur 
as other Secretaries of State have done 
since war’s end. 


kkk 


The White House, in recent years, 
hasn’t quite had the nerve to insist 
that the Supreme Commander in 
Japan tell U.S. diplomats just what 
he is up to in rebuilding Japan. 


x**k 


Dean Acheson, as Secretary of State, 
has assurance from the President that 
the Department of State, and not the 
National Security Council, hereafter 
will have the dominant voice in shap- 
ing U.S. foreign policy. Policy deci- 
sions in the past have tended to rest 
on considerations of military strategy 
in event of trouble. The Security 
Council is dominated by defense of- 
ficials. 


xk 


Joseph Stalin is causing U.S. policy 
planners a little embarrassment by his 
sudden shift to peace as the basic 
Russian line. The Russians are set to 
try out a peace offensive that compli- 
cates U.S. plans for war preparation 
at home and abroad. 


x «rk 


Senator Tom Connally, chairman of 
the Senate Foreign Relations Com- 
mittee, is insisting that the White 
House give his Committee more to say 
directly about foreign policy instead 
of informing it about policy decisions 
after they are made at the White 
House and in the State Department. 


60 


Senator Arthur Vandenberg is prepar- 
ing to outline in more detail what the 
Republican position is on a bipartisan 
approach to foreign policy now that 
the Republicans are the minority 
party. There is much undercover stir- 
ring among Republican Senators in 
favor of taking issue with the Demo- 
crats on many points of foreign policy. 


x * * 


Senator Robert Taft, Republican 
leader in the Senate, is prepared to 
give the younger G.O.P. Senators more 
freedom to use their own ingenuity in 
trying to trip up the Democrats in- 
stead of looking to the tap for all the 
ideas. Younger Republicans have 
complained that in the past Senator 
Taft tried to do everything himself. 


x * * 


Mr. Truman is beginning to be 
pressed privately by top leaders of 
labor to show more aggressive interest 
in getting Congress to repeal the Taft- 
Hartley Act. The President is inclined 
to let the Democrats in Congress 
handle this job without sustained pres- 
sure from the White House. 


x * * 


Maurice Tobin, Secretary of Labor, is 
running into serious trouble in his ef- 
fort to bring about a return of the 
Federal Mediation and Conciliation 
Service to the Department of Labor. 
Secretary Tobin is far from sure that 
he can have this Service back again, 
with Republican votes in the Senate 
almost solid against return and sev- 
eral Democratic votes tending to the 
Republican side of the issue. 


xk 


Key members of Congress say private- 
ly that it is to be difficult to increase 
income taxes on persons earning more 
than $6,000 after Congress decided to 
give the President $50,000 of income, 
tax free, on the ground that a $150,000 
salary wouldn’t be big enough under 
existing tax laws. 


x kk 


John Snyder, Secretary of the Treas- 
ury, used highly optimistic estimates 


of taxable income and of sales of tax. 
able goods in figuring the probabk 
Government revenues for the {i 
months ahead. Even a little slowing ir 
business would throw Treasury esti. 
mates off and send the Governmen: 
substantially into the red. 


* & 2 


Fred Vinson, Chief Justice of th 
U.S., is having increasing difficulty ir 
trying to keep the Supreme Cour 
Justices from running off in all direc. 
tions with their opinions. The tend. 
ency is for each Justice to write ¢ 
separate opinion expressing his per- 
sonal view of how an issue should be 
decided. 


xk 


Lobbyists for Government depart- 
ments are tending now to shoulder 
aside business lobbyists who were 
dominant in Congress during the last 
two years. With the White House and 
Congress under control of the same 
party, departments are sending their 
lobbyists back to try to get things 
that they want, after spending two 
years out of close touch with Con- 
gress. 


x * * 


Clement Attlee, Prime Mi£inister in 
Britain’s Socialist Government, is not 
to take a chance on maneuvering for 
a general election in 1949, but is to 
wait for the regular election time in 
May, 1950, to let the people decide 
whether or not they want a change. 
The idea is to remove some controls 
and give the people a little breather 
before the vote comes. 


xk * 


Agents of Premier Joseph Stalin are 
in China with orders to the Com 
munists to keep on with the war until 
all of China is conquered. Moscow has 
become alarmed at signs of a split in 
the ranks of Chinese Communists, 
with a sizable group anxious to make 
peace now, compromise with the Na-f 
tionalists, and set up a Governmen'* 
somewhat independent of Moscow. 
Mr. Stalin appears to think this is no 
time to turn off the pressure on China. 
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Wages Double, Average Freight Rate; 
Lower than After World War | 


























































































































*Average Straight Time Wages Paid for One Minute of Work, Class I Railroads; 1948 
figure is for July, the latest available. **Rovenue.for Hauling the Average Ton of 
Freight One Mile, Class | Railroads; 1948 figure is for September, the latest available. 


The average hourly earnings of America’s 
railroad employes today are more than 
double what they were in 1921, after the first 
World War. But the railroads have been 
receiving less for hauling the average ton 
of freight one mile than they received then. 


Great economies have been achieved over the last 
twenty-five years by technological improvements in 
both equipment and tracks. Some of the increased 
cost of wages, materials and supplies has been 
offset in that way. 


But it takes large sums of money to make these improve- 
ments, more of which are urgently needed. Additional 


wage increases are now taking place and, since 1939, 
the cost of materials and supplies has doubled and 
continues to rise. Present freight rates—despite post- 
war increases—are insufficient to pay these expenses 
of operation and to provide funds for the changes 
required to reduce costs and improve service. 


That's why the railroads had to ask for increased 
freight rates. 
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